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Court Bond Premiums Rich 


N A RECENT SURVEY conducted 
I among readers of THE Casu- 
ALTY AND SURETY JOURNAL, one of 
the questions which provoked more 
than ordinary comment related to 
means by which agents might find 
new fields to explore. Requests for 
ideas which, when translated into 
practice, would better serve the 
insurance buying public and, in- 
cidentally, increase the agent’s 
income, dominated the thousands 
of replies. 

The thought expressed herein 
is hardly a new one. It is one, how- 
ever, which cannot be too fre- 
quently repeated. It deals with 
personal surety bonds which are 
filed in every court in the land. 
The agent in the large metropolis 
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and in the small town, if he takes 
but 15 minutes out of any busy day 
next week, will find several such 
bonds recently filed in the courts 
sitting in the territory where -he 
writes business. Every one of these 
bonds, signed by personal sureties 
instead of by corporate sureties, 
which the agent represents, points 
to a lost premium and a lost com- 
mission, as well as possibly heavy 
financial loss to the beneficiaries 
of the estates whom these personal 
bonds were supposed to protect. 
Why is personal suretyship used 
so widely by attorneys and so 
readily accepted by courts, and 
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what, if anything, can be done 
about it? Although personal sure- 
tyship has been derogated since 
ancient times, it is nevertheless 
well entrenched because it is cen- 
turies older than corporate surety- 
ship. Almost every author on the 
subject of suretyship goes back to 
Biblical days to cite the well known 
passage from Proverbs: “He that 
is surety for a stranger shall smart 
for it and he that hateth surety is 
sure.” Of course, the philosopher 
was talking about personal surety- 
ship, and his sage observation 
is as sound today as it was then. 
Through the centuries that fol- 
lowed there are frequent references 
to the dangers inherent in personal 
suretyship. Shakespeare made wide 
use of them. All of us remember 
the sad experience of Antonio in 
the “Merchant of Venice.” Shy- 
lock proved to be an implacable 
obligee. 

Sir Walter Raleigh, too, por- 
trayed the evils of personal surety- 
ship. In one famous passage he 
concludes: “ ... if thou force 
him for whom thou art bound, to 
pay it himself, he will become thy 
enemy; if thou use to pay it thy- 
self, thou wilt become a beggar.” 

Despite the historical aspersions 
heaped upon personal suretyship 
it still exists in our modern busi- 
ness world. Even though it was 
eschewed before the dawn of Chris- 
tianity and throughout history 
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down to our present day has been 
consistently disparaged, some of 
the best minds of our era have per- 
mitted it to remain in our present- 
day transactions, though they full 
well know that corporate surety- 
ship has long since supplanted it, 
and offers the best protection to 
them and their clients. 

A review of the records of pro- 
bate courts throughout the country 
shows that an appalling number 
of personal sureties are still signing 
fiduciaries’ bonds filed in these 
courts. Except in very few in- 
stances these personal sureties are 
required to give to the probate 
courts very little information about 
their financial responsibility; the 
bonds which they sign do not be- 
come liens against their real es- 
tate, and there is no provision 
made to protect the beneficiaries 
of estates in which they are sureties 
from sale or removal of their 
property, nor against their insol- 
vency. For these reasons the bene- 
fit afforded by corporate sureties 
over personal sureties is a matter 
which should be given serious con- 
sideration by each probate judge 
in every county in the country. 

Insurance agents are in close 
touch with probate judges in their 
communities. They are in a posi- 
tion to call to the attention of the 
probate judge the dangers in- 
herent in permitting personal sure- 
ties to qualify in fiduciary matters, 
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and to keep before the minds 
of the judges the heavy require- 
ments being exacted of corporate 
sureties as against the almost total 
lack of it from personal sureties. 
A short search into estate rec- 
ords in the probate court of any 
county will undoubtedly bring 
out one or more examples wherein 
a child was deprived of his rightful 
inheritance, or an incompetent’s 
assets were misspent by a guard- 
ian, whose competence was guar- 
anteed by a personal friend. This 
record will show that the friend is 
dead, or bankrupt, or has re- 
moved from the state, leaving an 
innocent minor or incompetent 
with no source of recovery. If such 
cases are constantly discussed 
among agents and with attorneys 
and probate judges, fertile ground 
can be sown with the seed of cor- 
porate suretyship, which will soon 
choke off outdated personal sure- 
tyship and provide reliable pro- 
tection to innocent people. 
Surety corporations write more 
than $10,000,000 in fiduciary 
bond premiums annually, yet per- 
sonal sureties sign more than 50 
percent of the number of fiduciary 
bonds filed throughout the coun- 
try. Let the agent pause fora 
moment to consider what that 
fact means to him. These sureties 
are local individuals. The probate 
judge before whom they qualify 
may know them casually. They 
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will show him that they own real 
estate in the community, but they 
will fail to show how many times 
they have pledged that same real 
estate as surety. They offer no 
assurance that they will continue 
to hold their property during the 
years over which the suretyship 
obligations may continue. In fact, 
it has often happened that they 
were not even residing in the state 
to carry out their promises when 
the primary obligors in their bonds 
defaulted. 

Very often the alert agent who 
is well posted on the financial and 
business affairs, as well as the 
reputation of the people in his 
community, is in a better position 
than the probate court to pass 
upon qualifications of personal 
sureties. By keeping in touch with 
the judge in his county this agent 
is in an excellent position to bring 
to the judge’s attention the lack of 
protection afforded by such per- 
sonal sureties as against the maxi- 
mum of protection provided by 
corporate sureties. The latter, 
now qualified in every county in 
the United States, are required to 
make frequent reports of their 
financial condition and each state 
sends its auditors to examine the 
affairs of surety companies operat- 
ing within its borders. State laws 
require the maintenance of special 
reserves. Furthermore, a corporate 
surety never dies, nor can it re+ 
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move its property from a state or 
county while it has obligations 
outstanding therein. 

Corporate surety bonds have 
for years been accepted by the 
U. S. Treasury Department in 
preference to bonds of individual 
sureties. Several times a year that 
department looks into the financial 
condition of surety companies and 
fixes underwriting limits for each. 
An observation once made by 
former Secretary of the Treasury 
Andrew Mellon serves to point out 
a glaring weakness inherent in 
personal suretyship which can be 
avoided by use of corporate surety- 
ship. Mellon remarked that when 
corporate sureties were first ac- 
cepted by the Treasury Depart- 
ment there were unpaid judgments 
and claims against individual sure- 
ties amounting to something over 
$35,000,000. He went on to say 
that since the department had no 
means for supervising the re- 
sources of individuals and could 
not know when they became in- 
solvent, he felt that the bonds of 
individuals should no longer be 
accepted by the Department. It is 
obvious that he saw in the advent 
of corporate suretyship, over which 
supervision is fully established, a 
means for preventing a repetition 
of the extraordinary accumulation 
of uncollectible judgments and 
claims which existed against per- 
sonal sureties in 1894. 
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This thought should give pause 
to probate judges who are in the 
habit of accepting personal surety 
bonds for the protection of assets 
of estates and of the property 
which rightfully belongs to minors 
and incompetents and other help- 
less beneficiaries of estates. It may 
be seriously asked whether a pro- 
bate judge who permits personal 
sureties to qualify, instead of de- 
manding corporate sureties, is 
doing all that is within his power 
to protect estates administered 
through his court, especially since 
there is so much protection af- 
forded by corporate sureties and so 
little by personal sureties. 

Of course, any judge may point 
to the statutes in his state to show 
that the legislators have provided 
a method by which personal sure- 
ties may act; that it is not his duty 
to preclude them. However, it 
does become his duty carefully to 
scrutinize the financial condition 
of each personal surety who qual- 
ifies in his court and to set up a 
method by which the responsi- 
bility of that personal surety will 
be looked into from time to time 
throughout the full term of his 
bond, to be certain that he is ac- 
tually furnishing to beneficiaries 
of estates all of the protection 
which they have the right to ex- 
pect. It is a very simple matter for 
a judge to avoid the multitude of 
complications in such a system if 
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Many a youth has been deprived of the advantages his inheritance should 
have guaranteed, because his estate was dissipated 


he will merely suggest to lawyers 
who bring personal sureties to his 
court to qualify, that he prefers 
corporate sureties. He knows that 
corporate sureties are strong fi- 
nancially and are ever ready to 
supply evidence of their condition; 
that they carefully watch each 
fiduciary whom they bond; that 
they work unceasingly with law- 


yers and with the courts for the 
proper and accurate administra- 
tion of all estate matters, and that 
they will not permit estates which 
ought to be settled promptly to 
drag on year after year at the ex- 
pense of beneficiaries. 

In fact, each time an uncollecti- 
ble judgment is entered against a 
personal surety in an estate matter 
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a probate judge may find himself 
in an embarrassing position in 
explaining why he permitted per- 
sonal sureties to qualify instead of 
insisting upon corporate sureties. 
This he can readily avoid by real- 
izing that personal sureties belong 
back in the dim eras before surety- 
ship became organized on a sound 
financial basis and by using the 
present up-to-date method of cor- 
porate suretyship, to protect him- 
self and estates which are super- 
vised by his court. 

Agents have a wide acquaint- 
ance amongst the lawyers in their 
communities. The lawyer is one 
important source through which 
this anachronism of personal sure- 
tyship continues to function. Cli- 
ents follow unquestioningly the 
advice of lawyers in the matter of 
fiduciary bonds. The majority of 
clients are not aware that surety 
may be required of them. When 
the lawyer explains the necessity 
he has complete mastery of the 
situation. This unique position 
places upon him the serious obliga- 
tion of suggesting corporate as 
against personal suretyship. He 
has the duty to protect adequately 
the beneficiaries of his client’s 
will, or to protect a minor, or a 
mental incompetent whose assets 
are being entrusted to the care of 
a bonded fiduciary. 

If agents the country over will 


set up a system for constantly re- 
minding the lawyers in their com- 
munities of the dangers of personal 
suretyship they can in time drive 
out this unreliable relic and can 
furnish corporate suretyship in its 
place. They can insure to widows 
and orphans and those incapable 
of managing their own affairs a 
maximum of protection. 

Perhaps the most effective way 
to rid the industry of this worn-out 
method of furnishing suretyship is 
by concerted action among local 
associations of agents. If such asso- 
ciations, or groups of agents acting 
in concert, will continuously re- 
mind probate judges and attor- 
neys in their communities that 
they are aware of the risks being 
forced upon beneficiaries of es- 
tates who must rely upon per- 
sonal sureties because the bench 
and the bar adhere to outmoded 
practices, this constant pressure 
will, in due time, reach its mark. 

Live wire agents in the thou- 
sands of small and medium sized 
towns and cities which are the 
nuclei around which our great 
country is built are in an excellent 
position to drive this anachronism, 
known as personal suretyship, out 
of our modern insurance world. 
By so doing, they will better serve 
a vital need in their communities, 
as well as their own personal wel- 
fares. 








* Accident and health in- 
surance in the United 
States is less than 100 
years old, but it has be- 
come a sturdy giant 


Accident and Health Booming 


HE CASUALTY AND SURETY 
JOURNAL is a magazine pub- 
lished for insurance people. It 
would seem unnecessary, there- 
fore, even to mention here the 
beginning of the accident and 
health business in the United 
States. However, for the benefit 
of the new men and the returning 
G.I.’s just getting started in this 
field, let us begin at the beginning. 
Accident and health insurance 
dates back to 1848 in London, 
England. It was first introduced in 
the United States by James G. 
Batterson of Hartford, Connecti- 
cut, in 1864. Health insurance was 
developed about 1890 — and to 
date—a remarkable youngster 
has arrived at the sturdy age of 
eighty-odd years and is still grow- 
ing strong, and I am sure you will 
agree it is here to stay. 

Today there are well over 350 
companies in the business, some 
small and many large institutions 
insuring millions of people with 
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tremendous premium income. It 
is stated that on the basis of latest 
figures to date, the accident and 
health annual premium volume 
has already passed the $700,000,- 
000 mark, making it by far the 
leading casualty line today. The 
accident and health business has 
withstood the stress and strain of 
war, depression and even epi- 
demic and it will continue to 
grow in the future as it has in the 
past. Why? Well, it is a personal 
business, a protector of homes and 
families, and after all, that is the 
very backbone of our business. 
Get into the accident and health 
business with both feet. Sell your 
client a policy, a good policy in a 
sound company, then if mis- 
fortune should strike and you have 
given him the proper protection, 
brother you have made a friend — 
and you need never worry about 
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competition if your clients are 
your friends. 

Why sell accident and health 
insurance? It seems unnecessary to 
call your attention to the national 
accident toll. According to Na- 
tional Safety Council figures, which 
are very easily obtained from your 
accident and health manager, 
accidents cost eleven times as 
much as fires in 1945. One out of 
thirteen in the United States were 
killed or disabled in 1945. Auto- 
mobiles killed 28,500 and injured 
1,000,000 (80,000 permanent dis- 
abilities) in 1945. Got enough? 
Well then, why not get busy at 
once? You are missing plenty if 
you don’t sell accident and health 
insurance, and if you want to take 
the first step — well, then follow 
me. 

Step I— Select a good sound 
company, and there are many of 
them. Then assuming, of course, 
that you have already acquired a 
knowledge of the business and 
have satisfied the superintendent 
of insurance that you are compe- 
tent and trustworthy and are now 
properly licensed, you are ready to 
start. 

Step II — Be sure to acquire a 
good understanding of the policy 
contracts. A simple businesslike 
explanation usually is sufficient in 
most cases. This should include 
not only an explanation of the 
various benefits, but the exclu- 
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sions, limitations and general pro- 
visions as well. This is essential and 
makes your job easier and elimi- 
nates the possibility of misunder- 
standing later. Never misrepresent 
at any time — it being not only 
unethical but illegal as weli. 

Step III — Now you are about 
ready to make your first call, bear- 
ing in mind at all times that acci- 
dent and health insurance is not 
bought, it is sold. Most men will 
eagerly purchase fire insurance, 
automobile insurance and even 
life insurance, but they have to be 
persuaded to protect the very 
thing that provides all the joys of 
living — their income. With this 
in mind the first few minutes that 
you talk with your prospect will 
determine whether or not you will 
be successful; assuming, of course, 
that you already know something 
about your prospect so that you 
can use the proper approach. This, 
of course, develops with experi- 
ence. Proper prospecting is like- 
wise the result of definite planning 
which I will attempt to cover in a 
later paragraph. 

To return to prospect number 
one, if you have established a 
friendly relationship and have 
created an interest, developed a 
particular need, brother you are 
in. You have made your first sale. 
You have broken the ice, and 
from that very moment you have 
become a member of that excellent 
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old fraternity ‘“‘See-em, Tell-em, 
Sell-em.” Just one other point I 
would like to emphasize. Have you 
sold yourself? This is important. If 
you can point with pride to your 
own accident and health contract 
you will find it much easier to 
make that all-important sale, im- 
portant to your- 
self, to be sure, 
from a_ selfish 
commission point 
of view; but 
more important 
to that prospect, 
protecting his 
income from the 
horrors of an 
economic death 
—loss of in- 
come. Some 
years ago a 
prominent cas- 
ualty company 
published a pam- 
phlet on just 
that very idea 
— ‘Have You 
Sold Yourself?” 
—which I feel is well worth while 
quoting in full herewith. 

“We had finished dinner and 
lighted our cigars. We were a 
friendly group of plain business 
men whom the newspapers some- 
times called captains of industry. 
The talk drifted to salesmanship. 

** “Everyone is a salesman,’ said 
the man in the grey suit. ‘A man 
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. « have you sold yourself? 
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is a salesman whether he sits in the 
big office and shapes the policies 
of a great company or faces a 
congregation in the pulpit or calls 
on the country trade with a 
satchel of samples. Yes, every man 
is a salesman of some kind or 
other.’ 

‘“*Then the 
man opposite 
spoke. Said he, 
‘What do you 
consider the 
greatest requi- 
sites for success- 
ful salesman- 
ship?’ 

“The man in 
the ‘grey suit 
smiled and gazed 
meditatively 
through the blue 
smoke of his ci- 
gar. ‘There are 
only two or 
three great req- 
uisites,’ said he, 
‘all the rest are 
minor affairs. 
It seems to me the three big ones 
are belief in one’s self, knowledge 
of the problem, and hard work. 
Every day I meet salesmen 
promotors you might call them — 
for in my position I only have time 
to consider the big things of busi- 
ness. Whenever a salesman comes 
into my office, even before I fully 
understand his proposition, I know 
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intuitively whether he has first sold 
himself with respect to what he has 
to offer.’ 

** “Let us take insurance agents, 
for example. There are thousands 
of them all over the country. But 
how many have really sold them- 
selves the fact that their calling is 
really a profession of service? How 
many of them have first sold 
themselves the idea—I might 
almost say the religion — which 
they represent? Smile, if you will, 
but if I were an insurance man I 
would strive to believe that I was 
an honor to the community in 
which I lived and worked. I 
would want to feel that in calling 
on a friend or a stranger I was 
actually doing him a service — 
that I had something for him 
which he couldn’t possibly do 
without.’ 

**And if you didn’t feel that 
way?’ said the man opposite. The 
- chap in the grey suit smiled again. 

** “If I didn’t feel that way,’ he 
said, in that incisive way of which 
he was a master, ‘I would get out 
of that business and go into some- 
thing else,’ and he brought his fist 
down upon the table with a bang. 

*“*You will pardon my vehe- 
mence,’ he said, ‘but I can’t 
help feeling this way about it. If 
a man hasn’t got the faith and the 
sand and the actual fanaticism so 
that he becomes a saturated solu- 
tion of the truth he is empowered 
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to proclaim, let him quit. Let him 
peddle vegetables if need be. Let 
him sell goods over the counter. 
Let him take his place at the desk 
or chop wood or mend shoes. Let 
him do anything that will help to 
support him and his family hon- 
estly, but never, under any cir- 
cumstances, should he attempt 
longer to influence others.’ 

‘**So then I thought it was my 
turn and I said, ‘Wouldn’t that 
make a big hole in things? Wouldn’t 
that call a lot of representatives 
off the road? Wouldn’t it wind up 
the affairs of a good many business 
houses? Wouldn’t it prove to be a 
pretty drastic undertaking to cut 
out the mediocre chaps?’ 

**The man in the grey suit lit a 
match and thoughtfully relighted 
his cigar. ‘Yes, I guess it would,’ 
said he, ‘but you see there isn’t 
much danger of it happening. 
There will still be some mediocre 
men selling insurance and many 
other things and they will be, as 
always, anything from a failure to 
a partial success. They will per- 
haps continue to support their 
families and own a little property 
and go to the movies. They will 
still be good citizens and worth 
while to the world. But they will 
never be real apostles and most 
of their lives will be cast in shal- 
lows and uncertainties. 

**But you asked me what I 
considered to be the requisites 
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The wives of your clients need accident insurance, too 


for a big success, and I guess I 
have named them. I have spoken 
about the insurance man. I carry 
insurance. Every sane man does. 
I am pretty well covered, but I 
know in my inmost heart that 
when a real representative of an 


insurance company calls on me — 
a man who believes in himself to 
the ’nth degree — an individual 
who has a thorough and complete 
knowledge of his business —a 
man who has convinced himself 
that in spite of the protection I 
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own I have yet undervalued my 
life and my property, or, per- 
chance, overlooked some special 
phase of insurance of which I do 
not know—when such a man 
comes into my office, I will recog- 
nize him as an individual in my 
own class, and I will listen to him, 
and I think he will have his way. 

** “You recall that Marshal Foch 
said, during one of the decisive 
battles of the Great War at a time 
when nearly everything seemed 
lost, ““My right wing is broken; 
my left is in disorder; I shall attack 
with my centre.” Marshal Foch 
was a salesman. He possessed the 
optimism, resourcefulness, courage 
and determination which every 
salesman needs if he would rise to 
great occasions and become suc- 
cessful. He believed in himself, 
and that is the first great problem 
in any success.’ ” 

Companies today publish a 
manual of classifications, premium 
rates and instructions. Your acci- 
dent and health manager will see 
that you are supplied with a 
complete kit; applications, cir- 
culars, rate cards and a manual. 
Read it carefully. It is your stock 
in trade. It will make your climb 
up the ladder of success as an 
accident and health insurance 
producer that much easier. You 
have heard it said time and time 
again, “Knowledge is Power!” 
Knowledge is also confidence and 
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confidence makes the producer. 

I mentioned above that I would 
have more to say about prospect- 
ing. I do not advocate any fixed 
method on this. Use the plan that 
works best for you. While it is 
true that prospects are everywhere 
and every person who earns a 
living has an income to protect 
and is, therefore, a prospect; your 
method or my method of securing 
these prospects may differ. The 
main idea is to secure them, and 
as I have intended this article to 
appeal to the younger men, the 
newcomers to the field of accident 
and health, let us assume that you 
are active in your home com- 
munity, a member of various clubs, 
social, civic or others. 

Do not hesitate to let your 
friends and acquaintances know 
you are in the accident and health 
insurance business. Talk about it 
at all times— convincingly. It 
will get around that John or Joe or 
Bill or Mr. Brown or Mr. Smith — 
whatever your name may be — 
knows his business and when the 
time comes you can sell a policy 
without any difficulty. Friendli- 
ness makes life worth the living 
and makes better business as well. 

When you have sold a policy, 
be sure to have your client furnish 
you with several names of his 
friends. This will serve as an intro- 
duction and provide an endless 
chain of prospects for your ever- 
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growing list, but the important 
thing is to keep talking accident 
and health insurance. Then, too, 
the wives of your clients need 
accident insurance (medical re- 
imbursement). The children as 
well. This could go on far into the 
night, but I believe you get the 
idea and will find that, like the 
popular song, you will be “Doing 
What Comes Naturally,” 

Space does not permit a com- 
plete description of the various 
types of contracts. You will be 
able to get this from the kit 
supplied by your company man- 
ager. Suffice to say, the accident 
and health insurance contract is a 
written agreement entered into by 
an insurance company and an 
individual whereby, in considera- 
tion of the payment of the pre- 
mium and certain representations 
by the individual, the company at 
a future date will pay the insured 
stipulated benefits in the event of 
specified losses. The important 
feature of a personal accident and 
health contract is that it is a cash 
transaction and in this respect it 
may be likened to a_ banking 
procedure whereby deposits are 
made and withdrawals permitted 
under certain conditions. 

The accident and health con- 
tract consists of two types of losses, 
those resulting from accidents and 
those from sickness. There are 
three basic types of contracts — 
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one covering accidents only, one 
called a health policy covering 
sickness, and a combination of the 
two known as an accident and 
health policy or disability con- 
tract. These constitute the prin- 
cipal so-called commercial types 
of policies. Health insurance in- 
sures against loss of time from 
business duties as a result of sick- 
ness or disease and is issued only 
in conjunction with a policy pro- 
viding against accidental injuries 
and in an amount of weekly 
indemnity that must never be in 
excess of the weekly indemnity 
provided in the accident policy. 

In addition to the so-called 
commercial form of policies cer- 
tain of the many companies in the 
accident and health field issue 
other forms such as: monthly 
premiums, industrial, non-cancel- 
lable, group, employee groups, 
franchise, blanket and _ limited 
forms such as auto accident 
policies, ticket policies, newspaper 
policies, hospital or medical care 
policies and travel policies as well 
as some miscellaneous forms of 
installment purchase policies and 
special policies for members of 
athletic teams or students in 
schools and coileges. This defi- 
nitely must indicate to you that 
there is an accident or disability 
policy for almost every need. 

Your job is to— See-em, Tell- 
em and be sure to Sell-em. 





The Center 


HE VITAL IMPORTANCE Of acci- 

dent prevention and fire pre- 
vention to the success of the war 
effort presented unusual oppor- 
tunities to the Center for Safety 
Education to enter actively into 
certain war services. It has been 
well recognized that the insurance 
industry made a valuable con- 
tribution to the winning of the 
war. Individual companies made 
contributions 


* The story of the Center 
for Safety Education's 
valiant and __ successful 
work in saving lives and 
materials during World 
War Il 


Did Its Part 





By DR. HERBERT J. STACK 





fications, ranging from active 
cooperation in training activities 
with volunteer war service groups 
to the preparation of technical 
manuals and other materials, and 
the conducting of training courses 
for the Army Service Forces and 
Air Forces. Services rendered ex- 
tended through 





through their own 
work and through 
the activities of 
the Association of 
Casualty and 
Surety Executives, 
other associations, 
and war agencies. 

The purpose of 





The Center for Safety Edu- 
cation at New York Univer- | 
sity, New York City, was 
founded in 1938 through a 
grant of funds by the Asso- 
ciation of Casualty 
Surety Executives and still 
is financed principally by 
the Association. 


the entire war pe- 
riod and training 
courses continued 
after the cessation 
of hostilities and 
will continue as an 
activity of the 
peace-time Army. 
| At the present 


and | 





this brief article is 
to show specifically what one of 
the agencies supported by the 
stock companies was able to do 
during the war period. The Cen- 
ter’s war services had many rami- 


time, the War De- 
partment has appointed the Cen- 
ter as its training agency for safety 
personnel now employed in all 
camps, posts, and stations in the 
United States. The following is a 
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resume of activities carried on 
during the war period. 


Provost MARSHAL’s OFFICE 


This office was charged with the 
responsibility for organizing and 
co-ordinating an Army safety 
program. This included the pro- 
tection of plants producing under 
War Department contracts against 
accidents and fires. At the request 
of the provost marshal general, 
Army officers and engineers were 
sent to the University for special 
intensified training. During this 
period 46 classes were in attend- 
ance with over 1400 enrolled in 
courses. 

The Center, following the re- 


quest of Major General T. A. 
Terry of the Second Service Com- 
mand, organized eight classes, 
which enrolled 240 in the Second 
Service Command. 


Arr SAFETY TRAINING 


A similar request was made by 
the chief of the Ground Safety 
Section of the Army Air Forces, 
and engineers and officers were 
sent to the Center from all air 
bases east of the Mississippi River. 
Seven classes were given instruc- 
tion with the total enrollment of 
210. In addition, the Center con- 
ducted courses at off-campus air 
fields, in which were enrolled 185 
safety officers, engineers, and fore- 
men. 


QUARTERMASTER GENERAL’S 
OFFICE 


Several different types of serv- 
ices were rendered to this office, 
which, among other responsibili- 
ties, was charged with the prepara- 
tion of training manuals for opera- 
tors of Army vehicles. The first 
step was aid in the preparation of 
the Technical Manual — Driver Se- 
lection and Training, which was 
published by the War Department 
as the official training manual. 
Dr. Leon Brody and Milton 
Kramer of the Center staff, to- 
gether with Kenneth Beadle and 
Thorp McClusky of the National 
Conservation Bureau staff, were 
active in the preparation of this 
manual. The second step, at the 
request of Major General E. B. 
Gregory, the quartermaster gen- 
eral, was the assistance by mem- 
bers of the staff in the preparation 
of the publication, Pre-Induction 
Driver Education — For Schools and 
Colleges. The purpose of this 
manual was to aid in the organiza- 
tion of preliminary instruction to 
highschool students before entering 
the Army. Over 30,000 copies of 
this publication were made avail- 
able to high schools. 

The Center then organized a 
series of training institutes for in- 
structors in pre-induction driver 
training, and in a two-year period 
488 state and community leaders 
received training. According to 
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General Gregory, ““The American 
Army is an army on wheels. ‘Thou- 
sands of highly trained drivers are 
required to operate efficiently the 
great fleet of Army vehicles . 

schools and colleges can well ren- 
der a great service to the quarter- 
master corps and the Army. . . .” 


February 


ceived training and were subse- 
quently sent overseas and served 
with General DeGaulle’s forces. 
Also 210 drivers of the American 
Women’s Voluntary Services were 
given instructions. These drivers 
served in Army posts, civilian 
defense commands, and hospitals. 





OTHER SPECIAL 
SERVICES 


In order to 
aid in motor 
transport 
among Civilian 
Defense Drivers 
Corps, the Cen- 
ter next pre- 
pared a Manual 


for Instructors of 
Civilian Defense 
Drivers Corps. 


This fol- 
lowed by the 
training of 345 
instructors, who : 
in turn taught 
members of the 
drivers corps in 
their communities. In addition, 
Dr. Charles Hawkins was loaned 
to the Office of Civilian Defense 
and prepared three manuals for 
fire guards. These were widely 
distributed to local offices of 
O.C.D. 

During this time, at the re- 
quest of the French Military Mis- 
sion, 47 ambulance drivers re- 


was 
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. insurance had much to contribute 


WarR 
INDUSTRIES 
Courses 


A series of 
special courses 
was designed 
for war indus- 
tries during 
this period and 
over 800 safety 
supervisors re- 
ceived training. 
This program 
included a 
course for con- 
tract ship yards 
and courses in 
ground safety, 
in air transport, 
basic and ad- 
vanced industrial safety, indus- 
trial hygiene and occupational 
diseases, and others. 

The graph on page 17 shows 
the growth of the training pro- 
gram of the Center during the war 
years. A summary of the enroll- 
ment in these courses is shown on 
page 18. 

During the war period over 45 
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part-time instructors were used in 
connection with these courses. A 
large percentage of these were en- 
gineers from insurance companies 
in the metropolitan area. In addi- 
tion, many of the instructors were 
assigned from the War Depart- 
ment and especially the office of 
the provost marshal general. 
According to General B. M. 
Bryan, acting provost marshal 
general, “The Center for Safety 
Education has been responsible in 
no small degree for the Army’s 
success in saving lives and mate- 
rial by accident prevention activi- 
ties. You (the Center) and your 


staff can take justifiable pride in 
your tangible contribution to the 
winning of the war and to the 
future health and happiness of 
millions of Americans.” 

It is highly significant that a 
considerable percentage of the 
2,000 safety engineers and safety 
officers trained for the War De- 
partment were former employees 
of insurance companies on leave of 
absence. As a matter of fact the 
direction of many of the safety ac- 
tivities of the War Department, as 
well as the provost marshal gen- 
eral’s office which was charged 
with the responsibility of adminis- 
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WAR DEPARTMENT SAFETY COURSES 


Army Service Forces 


Army Service Forces (Second Service Command) 


Army Air Forces 


Army Air Forces Off-Campus Courses (Stewart, Mitchell, Westover, and 


Bradley Fields) 


Total War Department 


OTHER WAR TRAINING ACTIVITIES 


Pre-Induction Driver Education Institutes 

Office of Civilian Defense Instructor Training Courses 

French Military Mission Ambulance Drivers Course 

American Women’s Voluntary Services Motor Corps Training Courses. 210 


Safety in Contract Shipyards 
Ground Safety in Air Transport 


Regular Industrial Safety Courses (Civilian) 





tering safety in the Army, were in 
the hands of insurance company 
engineers on leave of absence 
from their companies. Thus the 
insurance companies had much to 
contribute to the war effort, in 


te 


this field, too, and in turn the 
training and experience of their 
representatives during the war 
years should be helpful to the 
companies as these men return to 
their former positions. 


Considerate 


Teacher: “Bobby, your composition is the worst in the class, I think I’d 
better send your father a note about it.” 
Bobby: ‘‘ You'll hurt his feelings if you do. He wrote it.” 





* Check prices on every risk, 
both new and renewal, 
since many items have 
greatly increased in value 
within recent months 


Know the Value First 


§ INSURANCE AGENTS we sell 
y service and should deliver 
contracts that enable the com- 


panies to pay their obligations 
promptly and without question. 


We have an obligation to properly 


measure exposures and fit the 
contract to cover these exposures, 
and more than ever before it is 
important that the agent give 
careful study to the subject of his 
insurance, whether it be a manu- 
facturing plant, a wholesale or 
retail establishment, a stock of 
merchandise, a residence, or furni- 
ture and household goods. 

There is the matter of pre- 
determining the value of whatever 
we are insuring and thereby ar- 
riving at the proper amount of 
insurance. This is especially im- 
portant if the co-insurance clause 
is to be used, because this clause 
can be an instrument of trouble, 
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especially in these times. Every 
agent should make a study of 
construction costs. There are at 
least half a dozen good and reli- 
able sources of such information. 
In the case of large risks, and par- 
ticularly large manufacturing 
plants, it is often up to the agent 
to recommend that an appraisal 
be made by a competent appraiser 
because complicated risks present 
problems which are beyond the 
power of either the agent or the 
assured to cope with as far as 
values are concerned. It takes 
an expert to properly handle the 
assembling of the necessary and 
proper valuation information 
which would be required in deal- 
ing with such cases. 

The importance of reviewing 
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values is not, of course, confined 
to business risks. It is just as im- 
portant —or at least almost as 
important—in the writing of 
dwellings and other personal prop- 
erty. One point which is very 
often overlooked by an agent is 
the fact that furniture, household 
goods, carpets and draperies, cloth- 
ing and everything else that goes 
into the inside of an insured’s 
home has increased in value and 
in many cases, more proportion- 
ately than has the house itself. An 
agent can be of immeasurable 
assistance to the companies in 
their problem of licking the rapidly 
mounting personal property floater 
loss ratio if, when a_ personal 
property floater is up for renewal, 
he will sit down with the assured 
and point out that replacement of 
his household goods values will 
cost a lot more money than he 
originally put into the various 
items. And this fact should like- 
wise be given serious consideration 
in setting up the proper amount of 
insurance necessary on his blanket 
items, as well as the jewelry, fur, 
fine arts, etc. 

It is very apparent that the 
reason for the rapidly mounting 
fire loss ratio of the insurance com- 
panies is not only because the 
burning ratio is more severe than 
it has been, but also because the 
cost of replacing that which is 
burned is so much higher than it 


.to use on each 


February 


used to be. It is practically the 
same reason why our automobile 
collision and property damage 
loss ratio is bad. It costs so much 
more to repair a car now than it 
used to and the same thing is 
true of burned buildings or a 
burned-out house. 


Use AND OccupaANcy INSURANCE 

In the field of use and oc- 
cupancy insurance, there have 
been a number of form changes 
recently and some forms lend 
themselves better to certain types 
of risks than others. For example, 
in the writing of business inter- 
ruption insurance these days, the 
one item gross earnings form lends 
itself to many risks to better ad- 
vantage than does the two item 
contribution form, and it would 
be wise to figure out which form 
individual risk. 
Preference should be given to the 
one item gross earnings form if 
the cost is not too much greater 
than that of the two item form. 
I am sure the adjusters will agree 
that the one item form is more 
flexible, gives the assured better 
and more complete protection 
and that a loss occuring under 
such a form is easier to adjust than 
would be the same loss under the 
two item form. 

In our agency, we review the 
matter of values on every risk — 
both new and renewal. We make 
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up on every commercial risk a 
valuation report based on the use 
of one of the valuation services 
and we use that as a basis for 
establishing the proper amount of 
insurance, if the co-insurance 
clause is used. This information is 
attached to the back of our daily re- 
port. In the case 
of older build- 
ings, especially 
where there 
may be obso- 
lescence, we rec- 
ommend against 
using the co- 
insurance clause 
because of the 
chance that its 


use will penalize 
the assured. 
Let us 


not 
overlook the 
matter of “‘con- 
tingent liability 
from operation 
of buildinglaws,” 
which is de- 
scribed on Page 
20 of the rule book. This is im- 
portant, of course, in certain lo- 
calities where the building laws 
are such that a severe loss will 
necessitate demolition of any por- 
tion of the insured building not 
damaged by fire, or wind, or 
other hazards insured against. 
Summing it up,. we as agents 
can make the job for the adjuster 


H. N. FULLINGTON 


. replacement costs have skyrocketed 
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much simpler if our contracts are 
properly written. We should write 
our insurance on the basis that a 
loss will occur, and when it does 
the insurance should be so written 
that it properly protects our as- 
sured. If we do our part, the 
adjuster is then in a position to 
settle losses with 
the least amount 
of difficulty, 
which will put 
him in a posi- 
tion to be a 
future salesman 
of our merchan- 
dise. The ad- 
juster finishes 
the job we start. 
We find him 
cooperative, but 
he can’t do the 
impossible. We 
can’t blame him 
for our mistakes. 
An insurance 
periodical re- 
cently cited an 
instance which 
well shows how important it is 
that the agent be thoroughly con- 
versant with the value of the 
property he insures. It is worth 
repeating here as follows: 

An agent took over a new 
account, which owned several 
policies written on manufacturing 
buildings and equipment. This 
account was a partnership, and 
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the principal partner was always 
**too busy” to discuss insurance. 

When the agent examined the 
coverage carried on this manu- 
facturing plant he found that it 
had been very poorly written, and 
in addition was inadequate for 
the values at risk. He set to work to 
correct an obviously bad situation, 
submitting a complete proposal 
for blanketing the building and 
equipment with proper amounts 
of insurance, a stock provisional 
policy and use and occupancy 
insurance. This involved approxi- 
mately $75,000 of additional 
property damage insurance and 
about $150,000 of use and oc- 
cupancy. 

The proposal having been stud- 
ied, the principal partner called 
the agent and told him that he 
and his partners had tentatively 
decided to go ahead with the 
proposal, adding that if the agent 


te 


would call at the plant on Satur- 
day afternoon they would get 
down to details and close the deal. 
Shortly before noon on Saturday 
the agent telephoned to confirm 
the appointment, but the partner 
told him that he had had such a 
hard week he was going to spend 
the afternoon playing golf and 
would postpone the insurance 
discussion until Monday. 

Believe it or not, the plant 
burned to the ground on Sunday 
morning. Had the appointment 
been kept, there is no doubt that 
the agent would have bound the 
additional coverage, and insur- 
ance would have paid the sub- 
stantial amounts which must now 
come out of the partners’ pockets 
instead. 

That is the end of the story, but 
I might add — thank Heaven it 
was the buyer in this case who had 
the golf game, not the agent. 


Efficiency 


Two charwomen in London were discussing the persons they “‘did for.”’ 
“Then there’s Mrs. ’arris,’’ said the one in the purple jumper. “‘“My 
dear, ’er floors — you’d never believe. When I first started to work for ’er 


they was awful!” 


She took a sip of tea and wiped her mouth on a purple sleeve. 
‘*‘Now,”’ she went on proudly, “after I’ve been polishin’ ’em, three 
of ’er lady friends ’as broke their legs.’” — Insurance Digest 





Prevention Is 


VERY AGENT KNoOws that stock 
E casualty insurance compa- 
nies perform a double function; 
they not only offer compensation 
for loss or injury, but they prevent 
accident claims by maintaining 
constantly active staffs of tech- 
nical men whose duty is to antic- 
ipate accidents and safeguard 
hazardous areas. It is this pre- 
ventive measure which helps to 
make casualty insurance so widely 
available, because without it the 
cost of insurance would be beyond 
the means of the average consumer. 

This is where the National Con- 
servation Bureau plays an impor- 
tant role in the business. It is the 
accident prevention division of the 
Association of Casualty and Surety 
Executives and its chief duty is to 
offer the latest, most effective and 
most practical safety methods to 
the member companies. 

The National Conservation Bu- 
reau is composed of five divisions, 
_ each staffed by men who are spe- 


¢ Traffic accidents are an 
ever-present problem which 
constantly taxes the in- 
genuity of the many and 
varied specialists in the 
field of accident prevention 


Our Job, Too 
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cialists in their particular line of 
accident prevention. Traffic en- 
gineering, education, industrial 
engineering, publications and spe- 
cial services are the broad safety 
activities handled by these divi- 
sions. Naturally, however, its pri- 
mary efforts are directed towards 
the nation’s most hazardous areas 
and, accordingly, the Bureau’s 
divisions are set up on the basis of 
demand. 

With such a diversity of activ- 
ities it is impossible adequately to 
describe each department in de- 
tail, so this article will be confined 
to those items which are concerned 
with highway safety; other Bu- 
reau activities, such as industrial 
safety and our newly developed 
rehabilitation program, will be 
described in a subsequent article. 

Very few people are aware of it, 
but as this goes to press there are 
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about 28,000,000 motor vehicles 
on the nation’s highways and 
every 24 hours, midnight to mid- 
night, as things now stand, 13,150 
of them will bump into each other. 
The nation’s aggregate of traffic 
accidents, which crowd the report 
sheets of police stations and hospi- 
tals every day, is the reason for 
one of the nastiest headaches the 
administrators of the country have 
ever felt. As evidence, last May, 
President Truman called together 
the representatives of every traffic 
organization in the country and 
the governors of the states, in an 
effort to apply some sort of effec- 
tive remedy. 

The attitude of motorists and 
pedestrians towards safety brings 
up a very interesting point of study. 
Motorists see the whole traffic- 
safety picture in terms of stop 
lights, highway cops, and some 
sort of a God-given sixth sense 
which tells jay walkers when to 
leap. Of course, a lot of speeches 
have been made about safety, but 
such tactics are a hopeful sort of 
pleading. The real, sure-fire, safety 
work is very quietly planned and 
tested behind the scenes by spe- 
cialists. They approach safety in 
the same manner as the govern- 
ment went after the atomic bomb. 

Who are the specialists? They 
are (1) the traffic engineers, (2) 
the teachers of safe, efficient driving 
in school and at home, and (3) the 
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police who coordinate the work of 
the two other agencies and try, at 
the same time, to keep a checkrein 
on the men behind the wheel. 

Let’s look at the traffic engineer 
for a moment. His job reaches from 
big jobs like the Lincoln Tunnel 
and the Golden Gate Bridge to 
little things like white paint on the 
highway and chopping down trees 
to get better visibility. 

Where is he most of the time? 
He is out around the country look- 
ing for the things that cause acci- 
dents and deaths. He is the man 
who erected a blinker light or a 
stop sign, or even an expensive 
overpass; but before he did that 
he stood on the corner for many 
days and counted the cars that 
went by, studied the records for 
many months, and found out just 
how many deaths occurred on 
that spot and why they happened. 

In New Jersey, for example, 
there was a stretch of road that 
had a death and accident record 
beyond all reasonable calculations 
and nobody could figure why. The 
road was almost straight, visibility 
was perfect, there were no chuck 
holes and everything looked like 
fair sailing ahead. There was, of 
course, a gentle curve, but nobody 
paid much attention to that. Many 
trucks used the highway and as 
their drivers went into that par- 
ticular stretch they sat comfortably 
behind the wheel, altogether un- 
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prepared when their trucks simply 
left the road, as though they had 
wings, and went crashing over the 
shoulder. The road became a 
legend among the drivers. The 
road simply seemed to slide out 
from under the wheels. 

Pretty soon a crew of engineers 
went out and 
measured every 
foot of pave- 
ment. They cal- 
culated the tilt 
of the surface 
and weighed 
the force of wind 
currents, but 
could find noth- 
ing to cause so 
many accidents. 


Finally, they be- 
gan eyeing that 
“ever so gentle 
curve’’; they 
noticed that it 
kept on curving 
for quite some 


time before it 
straightened 
out. There, of course, was the 
whole trouble. The drivers thought 
the curve was too slight to slow 
down and the gradual pull was 
enough, finally, to lift the trucks 
right off the road. How did they 
fix it? Easy. They just put a jog or 
two in the road. That made the 
driver get his foot off the accel- 
erator for a moment. It was 
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enough. It broke the outward pull 
and there were no more accidents 
from that source. 

The traffic engineer bases his 
plans on the fact that no motorist 
will willingly break his own neck 
and that as long as he can see a 
danger spot very clearly he will 
make a reason- 
ably .serious ef- 
fort to keep 
away from it. 

The over-all 
picture of traf- 
fic engineering 
produces some 
results that are 
truly amazing. 
In a cross-sec- 
tion survey of 
traffic engineer- 
ing, recently 
conducted by 
the National 
Conservation 
Bureau, 54 haz- 
ardous areas at 
which accidents 
occurred result- 
ing in death, injury and property 
damage were worked out and cor- 
rected. They were called ‘Before 
and After” cases of traffic engineer- 
ing results. The following table 
shows the number of (1) deaths, 
(2) injuries, (3) accidents result- 
ing in property damage before and 
after corrective measures were 
applied, with percent of reduction: 
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Percent 
Before After Reduction 
(1) 58 3 95 
(2) 521 60 88 
(3) 1,505 759 59 


Very few motorists stop to think 
of it, but as soon as a driver steps 
on the starter of his car he sets a 
whole network of protective ma- 
chinery into operation which is 
calculated to keep him and his 
automobile all in one piece until 
he arrives where he is going. But 
even though the finest engineering 
talent in the world goes to work on 
the problem, there is an element 
that they cannot control. That is 
the impulse of the man behind the 
wheel. 

Without the guardrails which 
the engineer erects, the traffic pic- 
ture would be one big hell-for- 
leather race for death, but for- 
tunately there is a point at which 
the police department puts its foot 
on the running board and starts 
to orate. The whole bag of penal 
tricks like traffic tickets, fines and 
tongue lashings are pretty well 
known to everybody, but there is 
a quiet and fully as efficient method 
of procedure that the cops use and 
that does not get much publicity. 

The cops have noticed, over a 
period of years, that the people 
who are hauled into traffic courts 
are very nice citizens and are gen- 
uinely sorry for what has hap- 
pened. They don’t deserve a fine; 
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they need something corrective. 
They don’t want something penal; 
they want something medicinal. 
The way the more efficient police 
departments work is best explained 
in a little example. The man’s 
name is changed, but the story is 
true. 

Aldous Prodnut is a cabby in 
New York City who for 16 years 
kept his fenders smooth and his 
court record unblemished, which 
constitutes in any cab driver’s his- 
tory a very enviable recommenda- 
tion. Then, in the seventeenth 
year, Aldous ran up such a score of 
hits and near misses that he wore 
out his welcome at the traffic 
court. He began to think that he 
was going to lose his license. 

Aldous tried his level best. He 
stopped at red lights, passed on the 
left, watched his speedometer, 
kept safe distances, and he even 
smiled at cops. But every second 
or third day he heard that sicken- 
ing sound of a crumpled fender 
and knew that he would be talking 
to the judge again before long. 

In the court room, Magistrate 
Ramsburg shook his head when he 
looked at Aldous’s record. He 
came to the point immediately. 

“How much do you drink, 
Prodnut?” the Magistrate asked. 

**Mebbe a couple beers, Judge,”’ 
Aldous replied. “But I ain’t no 
rumpot. I don’t do no drinkin’ 
while I work. I ain’t no rumpot, 
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Judge; you c’n ast any of the 
boys.” 

‘All right; all right,”’ the Mag- 
istrate replied. “I just wanted to 
know.” 

‘Judge, I just got a bad break, 
see?” Aldous pleaded. “I never 
used to have no accidents.” 

“IT am going to do something 
that may seem strange to you, 
Prodnut,” the Magistrate went on. 
“I am going to order you to take 
a driver’s test.” ‘ 

“Me, Judge?” Aldou’s pride 
took a body blow. ‘“‘Look, Judge, 
I been drivin’ a car over 20 years. 
Ain’t no car I can’t drive. It’s just 
some bad breaks I been gettin, 
Judge.” 


‘You take the test, Prodnut,” 


the Magistrate insisted, “then 
come back here in a week’s time.” 

“put, juame ...” 

**That’s all. Take the test.”’ 

When Aldous faced the Magis- 
trate a week later he had a dif- 
ferent idea of what the automobile 
test was all about. He had answered 
a lot of questions about himself, 
had been examined for a few sim- 
ple reactions and when he faced 
the Magistrate again he wasn’t 
nervous or indignant. Guilty? Not 
a bit of it! He’d gotten a few “bad 
breaks” all right, but their origin 
was a surprise to him. 

Aldous had developed a de- 
fective vision in one eye and didn’t 
know it. He thought he was han- 
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dling his cab like an expert but just 
the same he would work havoc on 
fenders and sometimes he would 
make pedestrians jump for their 
lives. This was something that 
worried him very much, because 
Aldous was a swell guy and didn’t 
want to hurt anybody. He worried 
so much, in fact, that his health 
began to suffer, which sent his 
blood pressure down to a low ebb. 
His reactions, consequently, were 
a split second slower than usual 
which, in heavy traffic, is a very 
lethal situation. 

So, Aldous got a new pair of 
glasses, a box of vitamin pills and 
a clean slate from the Magistrate, 
and now he looks pridefully at his 
slick, undented fenders. 

It is a reasonable assertion that 
the most important item in the 
traffic safety and efficiency picture 
is that of education. The traffic 
men of the country have found out 
that the best way to make good 
drivers is to teach the kids.about it 
while they are in school. Not so 
much “‘behind-the-wheel”’ instruc- 
tion as the proper driver attitudes 
which are given to the students 
along with their other studies. The 
results are noteworthy. In Arizona, 
where driver education is taught 
in every high school, the accident 
tally in the high-school-age group. 
went down while the tally of every 
other group soared in the post-war 
accident record. 
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Let’s go back stage on the auto- 
mobile accident scene, for a min- 
ute, and find out how an accident 
originates. The properties seldom 
vary: a smashed car, a tree, a rail- 
road train, an icy highway, or any 
of a hundred and one incidental 
items which could be picked up 
along the highway. The important 
point is that the accident is very 
seldom caused by the physical 
properties which surround the 
scene. Accidents, for the most part, 
originate in the mind of the driver 
and terminate behind the wheel. 
Here is the proof of it. 

Last year, it was established 
that a driver or pedestrian who 
had been drinking was involved 
in one out of every four fatal traffic 
accidents. Drinking has nothing 
to do with mechanical equipment. 
But it creates an attitude of mind 
that is highly dangerous. The 
drinking driver — and that does 
not mean a drunken driver, but 
rather the man who has taken two 
or three quick ones before he gets 
behind the wheel— is accident 
prone to a highly dangerous de- 
gree. This is the man: who thinks 
he is the greatest driver in the 
world. In reality, he is a killer. 
A lineup of drivers who were in- 
volved in fatal accidents during 
1945 shows that 18 percent of 
them had been drinking. 

Speeding is an attitude of mind; 
disregarding traffic signs is an atti- 
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tude of mind; wrong-side driving 
is an attitude of mind, and so is 
sleeping at the wheel. If a solution 
could be found along these lines of 
accident prevention, it would be 
effective in highway habits which 
account for almost 100 percent of 
the nation’s traffic accidents. It 
was precisely this process of thought 
which prompted the National 
Conservation Bureau’s pioneering 
efforts in the field of driver educa- 
tion over a decade ago. Driver 
education was developed as a 
course of studies which would per- 
manently develop proper attitudes 
in all who use the nations’ streets 
and highways, walkers as well as 
drivers. The course was outlined 
in the Bureau’s textbook, ‘‘Man 
and the Motor Car,” and adapted 
to high school usage. 

Manual skills are of secondary 
importance in the outline of driver 
education. Rather, it is based 
upon the theory that good habits 
are the result of training and 
memory, and that deportment and 
even impulses will reflect the men- 
tal moulding processes of early 
years. Driver education, through 
the explanation of the proper use 
of a car, clarifies the mystery of its 
operation and minimizes the thrill 
of speed. This training is given at 
the class room desk rather than 
behind the wheel. 

Actual driving has become such 
a common function that the person 








PREVENTION IS OUR JOB, TOO 


Most accidents originate in the mind of the driver and terminate behind the wheel 


who does not know how 
erate a car is the exception. Cars 
are so constructed that anyone 
who has normal physical require- 
ments can make a‘car run. But 
the driver’s life-long attitudes are 
his one guarantee of safety on the 
highway, and these attitudes are 
acquired during the formative years 
of his life. Year after year, the 
National Conservation Bureau has 
repeated this same theme. It has 
stuck to the sound principle that 
driver attitudes are more impor- 


to Op- 


tant to the future driver than 
manipulative skills and, further, 
that because of its practicability, 
the subject should be given a place 
in the curriculum of high schools 
equal to that of any other item of 
study. 

At the present writing, “Man 
and the Motor Car” is being 
utilized as the textbook for driver 
education in 22 states, while two 
more, Kentucky and Kansas, give 
evidence that they will soon make 
a decision in favor of the book’s 





30 THE CASUALTY AND SURETY JOURNAL 


adoption for their high school stu- 
dents. However, it was not until 
the last year that the promotion 
work of the previous decade began 
to bear fruit in a really appreciable 
manner. Its value has proven it- 
self in such a high degree that 
educators and traffic administra- 
tors are lending their support to it 
in an unqualified manner and the 
entire program is progressing un- 
der its own impetus. 

During the past year, a ques- 
tionnaire, together with an ex- 
planation of the drivers’ education 
program, was sent to educators 


throughout the country and the 
response indicated that the sub- 
ject of driver education evoked 
an interest that is very nearly uni- 


versal. 

In addition to driver education 
and engineering there are other 
means of reducing traffic accidents 
and every effort is being made to 
have them used effectively. Ac- 
cordingly, the Bureau’s special 
service division has spent a par- 
ticularly busy year studying and 
developing postwar proposals. 
Periodic motor vehicle inspection 
has been an item of major interest 
to the Bureau for a good many 
years. Before the war there was a 
movement afoot to establish pre- 
scribed motor vehicle inspection 
as a safety medium in every state. 
The war slowed down this and 
similar activities, but they are 


being revived and have gone so 
far that some states which do not 
already have mandatory periodic 
inspection are preparing legis- 
lative programs towards the adop- 
tion of it. The special services 
division is devoting its full time to 
automotive and traffic problems 
and accordingly has advanced 
plans for upgrading police enforce- 
ment methods, driver licensing and 
training units and driver education 
programs as well as directive pro- 
posals for fleet supervisor training 
and seminars for insurance men 
and safety engineers. 

With an eye to the future, the 
National Conservation Bureau 
keeps abreast of all trends in order 
to render the fullest possible serv- 
ice to its clients. The above re- 
marks offer a few observations of 
what is being done at the present 
time. It is not a complete picture 
because the business of accident 
prevention does not admit of 
clearly defined, unchanging ac- 
tivities. Accidents themselves are 
an ever-present danger, ubiqui- 
tous and varying, and the Bureau, 
in order to cope with each po- 
tential danger must be fluid in 
thought. Next year it is quite pos- 
sible that accident prevention 
methods may be required in en- 
tirely new fields and, should this be 
the case, the National Conserva- 
tion Bureau must be ready to 
adjust its staff to meet the demand. 





* Select your personnel — both 
inside and outside the office 
— with care; it is a most val- 
vable asset to any agency 


Personnel, Your Ace Asset 


ANY AGENTS CONTEND that 
M. the only asset of an agency 
is its expirations. This is a false 
assumption. Without personnel 
there could be no business pro- 
duced to result in expirations. So, 


from the president to the office boy 


in a large agency, or the individual 
producer and his secretary in a 
small agency, the most valuable 
asset of any agency is personnel. 
Obviously, if personnel is our most 
valuable asset, adequate time and 
effort should be spent in its selec- 
tion, indoctrination and training. 

Many of the ills of which our 
industry is accused can be traced 
directly to the lack of such pro- 
cedure in years past. Let us divide 
this subject into two parts, the in- 
side staff and the outside staff, and 
examine it carefully. Now let’s 
consider the inside staff which will 
consist principally of women, al- 
though there will be men in a few 
key positions. 
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Methods of making the first 
contacts differ as regards locali- 
ties. Success can be obtained, how- 
ever, by good contacts with selected 
high schools, business schools, col- 
leges and employment agencies. 
In each such instance our per- 
sonnel manager has made a visit 
to the person in charge of place- 
ment in these various institutions, 
explaining our problem and the 
advantages of working for our 
agency. It has worked exceedingly 
well. The girls sent to us from 
these sources have been well se- 
lected to meet our needs, making 
our choice that much easier. After 
putting in a request to one of 
these organizations for personnel 
we never fail to call the person re- 
sponsible and give them our im- 
pression not only of the one we 
have hired, but also of all the 
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others who were interviewed. We 
find this little courtesy helps a lot 
the next time. 

Newspaper advertisements are 
another source of prospective em- 
ployees, but they must be used 
with caution in certain localities. 

As an agency is purely a sales 
and service institution, we have 
always gone on the theory that 
everyone in it must be a salesman. 
Even our accounting department. 
The idea being that the agency 
will thrive only if it is well knitted, 
with all pulling in the same direc- 
tion. Often you must use plenty of 
sales ability to get along with your 
fellow employee. Then also a 
salesman must be always optimis- 
tic. We want all our employees to 
be optimistic. Many of your inside 
staff talk to your customers or to 
your company men. In either in- 
stance their problems must be ap- 
proached with a selling attitude. 
Every letter that goes out of your 
office is selling a thought or idea. 
Your personnel must have the 
proper perspective if they are to 
convince the recipient with the 
spoken or written word. 

Now that we have in mind the 
type of persons we want for our 
staff, we must select the individual 
for the specific position to be filled. 

A written application form 
should be used, as it then con- 
stitutes a permanent personnel 
record. As the reader may know, 
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this form should contain the name, 
address, age, education, family 
status, type of home, former em- 
ployment, qualifications, expected 
salary and other pertinent ques- 
tions that may be helpful in your 
specific agency.. All applications 
should be in longhand. In some 
instances we have requested the 
employment agency with whom 
we do business to send only those 
who qualify after taking an apti- 
tude test. This is for some of our 
better positions. We have also had 
occasion to send some of our pro- 
spective employees to this employ- 
ment agency for aptitude tests 
when they have been referred to 
us by other sources. 

Now as to the personal inter- 
view. Above all, it should be pri- 
vate and not rushed. Remember 
you are making an investment. 
Rapid turnover of personnel is 
mighty costly. It takes your time 
and money and adds to ineffi- 
ciency. 

Naturally, if you are looking for 
a salesminded person, the candi- 
date will present a good appear- 
ance, clean, well-dressed, not 
gaudy. Your whole staff will re- 
spect good appearance in their 
fellow worker. The manner in 
which they express themselves in 
a personal interview is highly im- 
portant — much as you are going 
to expect them to express them- 
selves after they start working for 
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you. It should be borne in mind, 
however, that particularly young 
people may have a tendency to be 
nervous in an interview, and this 
in itself should not disqualify 
them, as they may prove to be ex- 
cellent workers once adjusted to 
the position. Certainly all appli- 
cants should be encouraged to 
talk as much as possible. It often 
brings out the good or bad quali- 
ties you want to know about. 

After you have made your selec- 
tion your real work begins. 

You must, immediately and 
wholeheartedly, sell your organi- 
zation to this employee. The pleas- 
ant appointments of the office, the 
fine class of employees, the at- 
tractive office hours, group life, 
accident, health and _ hospitaliza- 
tion insurance, if all these are 
truly part of your setup. Tell the 
employee about vacation plans, so 
that he or she won’t have to obtain 
this information second-hand, and 
possibly erroneously. In my opin- 
ion it is important that the new 
employee be properly introduced 
to everyone in the organization 
from the president down, and also 
be shown through the entire office. 
It’s surprising how quickly this 
will make him feel like ‘‘one of the 
family’ and will add to his effi- 
ciency. If you have an organiza- 
tion that you are proud of, you 
want your new employee to ad- 
vertise it, don’t you? 
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Next you will want to ground 
this new member of your staff in 
the fundamentals of the work he 
is to do. He should work under the 
direction of a sympathetic and in- 
telligent supervisor, who will have 
the time and patience to get him 
off to a good start. Remember 
once again, this is one of your 
assets and if you want it to produce 
the proper return it must be prop- 
erly cultivated right at the in- 
ception. 

All of your employees, but par- 
ticularly the new ones, should be 
encouraged to participate in local 
study groups, the National Asso- 
ciation of Insurance Agents edu- 
cational program, the C.P.C.U. 
program, university extension 
courses, company schools and cor- 
respondence courses. In our agency 
the F. C. & S. bulletins, changes 
in rate manuals, and articles in 
trade magazines are followed. 
When changes warrant it, meet- 
ings are held in the department 
affected and they are discussed in 
detail until all understand their 
meaning and import. 

We continually stress to the 
women in our office that they are 
an integral part of the selling and 
servicing of the insurance policy, 
and that without their efficient 
operation the outside contact man 
cannot do the job expected of him. 

Now let us consider the outside 
staff, the people that are con- 
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tinually contacting the public and 
servicing our policies. 

Various methods may be used 
in obtaining contact with a man 
for this type of work. The same 
procedure as used for the inside 
staff may be followed, although it 
is our experience that people de- 
siring this type of work generally 
seek you. Once again the written 
application should be used. The 
permanent personnel record is 
equally important for the outside 
man. Naturally you want a sales- 
man, whether he is to direct selling, 
servicing of contracts already in 
existence, or engineering work. 

The ideal situation, to my way 
of thinking, is to advance one of 
your inside men who is properly 
grounded in all phases of the in- 
surance business. This has a great 
advantage, as you are already 
familiar with his capabilities, and 
he, of course, well knows the work- 
ings of the agency. It must be 
borne in mind, however, that 
some men, while they can do a 
good selling job by telephone or 
letter, are flops when it comes to 
outside contacting or prospecting. 

If it is necessary to hire a new 
man for outside work it would 
seem that he should meet certain 
requirements. And before going 
further I would like to make this 
observation. Too many times in 
the past an agency has hired a 
personable young man with no 
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knowledge of the business, but 
with a good name and contacts in 
the community. By using him as a 
door opener, premiums have been 
developed among his friends and 
acquaintances without teaching 
him anything about the business. 
After he runs out of friends, he is 
out of a job. The agency might 
retain some of this business, but it 
is ill-gotten and in general gives 
the industry a bad name. 

I would prefer to approach the 
hiring of a new man with the idea 
that if he makes good he will be 
with you the rest of his life. 

With this approach in mind, 
personal appearance and sales per- 
sonality are prime requisites. Edu- 
cational background will prove 
itself over the long pull and, of 
course, a college education is de- 
sirable. Commerce and finance 
courses seem the most advanta- 
geous, as a knowledge of account- 
ing and marketing can be in- 
valuable in handling large and 
complicated risks. I would prefer 
on the average a man between 25 
and 30 who has had experience in 
several different types of business 
such as banks and manufacturing, 
wholesale and retail establish- 
ments and who has a working 
knowledge of these different types 
of businesses. I don’t mean to 
imply that he is a failure in these, 
and should therefore try the in- 
surance business, as has ofteh been 
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the case, but I have in mind that 
he has been accumulating knowl- 
edge and as yet not found the type 
of work he wishes to devote his 
life to. 

My theory for such a procedure 
is that the insurance industry is a 
supporting force in our economic 
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. everyone must be a salesman 


structure. We do not create eco- 
nomic wealth—commerce and 
industry do that. We do, however, 
play a very important role in that 
once an economic idea has been 
created we make it possible by our 
protection for the public to invest 
in it and help provide the incen- 
tive for economic ventures. There- 
fore, if we know the general work- 
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ings of these different types of 
business we are in a much better 
position to suggest and counsel on 
matters of protection. Much of our 
poor public relations in the past 
has been due to the executives of 
our industry having only insurance 
education and knowledge, and 
being unwilling to study the prob- 
lems of commerce and industry 
that make all premiums possible. 

To proceed further with the 
young man we are about to hire, 
his family background is very im- 
portant. If he is married and has 
obligations, can he afford to work 
for what you are willing to pay to 
have him start? If the salary is 
insufficient for his overhead it will 
undoubtedly cause worry and 
strain, and we all know a man 
cannot do his best work under 
these conditions. 

At this point I want to say a 
word about the returning veteran. 
A veteran in the 25 to 30 year old 
group may have had some busi- 
ness experience before the war. 
Certainly his stay in the armed 
forces, if it was extensive, has 
taught him a great deal. It has 
taught him habits of discipline, 
self-reliance, and in many in- 
stances how to study and obtain 
knowledge in the shortest possible 
time. All of these qualities would 
be very advantageous in our busi- 
ness, which is a continuous study. 

Under the G.I. Bill of Rights 
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the veteran is entitled to an educa- 
tion allowance ranging up to $90 
a month while he studies while 
working for you. This in addition 
to his salary may make it possible 
for him to have an adequate in- 
come until he is able to produce in 
his own right. We all must realize 
that a large part of our market in 
the future will be controlled by 
veterans of either the first or 
second World War, and it would 


seem that a salesman who is a 


veteran may have just a little 
better entree to it. 

It is important, I believe, that 
we determine if our prospective 
salesman likes to meet people, if he 
took part in school activities, ath- 


letics, debating or school plays. 
Certainly an insurance salesman 
must genuinely like people and 
mix with them. It is not necessary 
that he know a lot of people in the 
community in which he is to 
work, although this will help to a 
degree. If you obtain the right 
man he will develop his contacts 
on a sound basis. 

Now that we have selected our 
man, our work with him begins. 
We must first, just as we did with 
our inside staff, sell him our or- 
ganization. It is most important 
that he be well sold, as shortly he 
will be out on the firing line on his 
own and open to attack. His 
knowledge that he is representing 
the best agency in the business, 
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while not always the lowest in 
price, will pull him over many a 
rough spot. 

Once again, I wish to remind 
you that we have made an invest- 
ment in a man we expect to have 
with us the rest of his life, and that 
we do not expect any immediate 
return on our investment. He 
should be encouraged, and it be 
made mandatory, that he take 
some course of insurance study, 
either local study groups, National 
Association of Insurance Agents’ 
course, C.P.C.U. program, uni- 
versity extension course, or one 
of the company correspondence 
courses. His progress along these 
lines should be watched by one of 
the executives of the agency. 

In our agency we have a meet- 
ing every Monday morning at 8 
o’clock. It is mandatory that every 
man in the organization be there 
and on time. No interruptions are 
permitted. We discuss the prob- 
lems of the past week and any 
changes that are occurring in our 
business. This meeting, as a rule, 
lasts close onto 10:00. While it is 
not an insurance course, it will 
prove a wonderful asset for any 
insurance man to take a public 
speaking course. Not that he will 
go around giving public speeches, 
but that it will give him con- 
fidence and poise in his personal 
solicitations. Before any new sales- 
man makes his first call on his 
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own, it would be my idea that he 
spend about three months making 
calls with your older salesmen so 
as to get the proper perspective 
and sales theory of the agency. 

Now to get him started on his 
own. He may be used to deliver 
renewals on small accounts where 
you have only a limited amount 
of business and you know by 
proper cultivation it can be in- 
creased. In most of our agencies 
our best prospects are those cus- 
tomers on our books of which we 
do not have the entire account. I 
believe we all know the experience 
of having a customer who: has 
part of his account with another 
agency, and having them take 
over the entire business because 
of more diligent effort. 

Our new man can be used to 
contact prospects that have been 
softened up by a carefully planned 
direct mail campaign. Or again 
you may wish to augment the sell- 
ing force by having him specialize 
in a single line, such as accident 
and health insurance. In any 
event a daily or weekly report 
should be kept of his activities and 
this should be gone over with him 
in detail so as to offer advice and 
encouragement where needed. 

Now we have done a lot of writ- 
ing here, but as yet haven’t men- 
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tioned money. I honestly believe 
that a man must make profit for 
himself before he can make profit 
for you. As this agency we have 
been writing about is a well-knit 
organization, capable of taking 
care of all of a client’s insurance 
needs, it must be made up of many 
individuals, all contributing in 
some degree to its success. Because 
of this, no one in it should be on a 
commission. 

Adequate basic salaries should 
be paid, with participation in the 
profits on the basis of the indi- 
vidual contributing to the whole 
success of the agency. Both the 
outside and inside staff should be 
on this basis after they have served 
an apprenticeship of about two or 
three years. Praise for accomplish- 
ments is very hollow unless backed 
up by a share in the fruits of the 
labor. As there is no shot in the 
arm from a production standpoint 
quite as good as the old “do re 
mi,”’ this distribution should be on 
an every three months basis in- 
stead of yearly, as is the practice 
in some agencies. 

Much of what I have written is, 
perhaps, a repetition of what is 
already going on in your own 
agencies. Possibly some, however, 
may have gained a new thought 
from this article. 
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N EVERY TOWN of 30,000 or 
40,000 inhabitants there is usu- 
ally at least one responsible security 
dealer. He may not know it, but 
we have on our shelves various 
forms of protection especially de- 
signed for his protection. Most of 
the men in this business are good 
fellows and nice to meet. Let’s go 
in to see one of them, and to make 
the story real we will call him 
Ralph Matthews. 

The usual salutations and re- 
marks have been passed back and 
forth, so we get down to business. 
Matthews states that he, as a 
dealer, has everything arranged 
with the local bank and a N.Y.S.E. 
Member to handle his transac- 
tions and they are responsible for 
everything. No, he hasn’t this in 
writing, but they are. We point 
out to Matthews that dealing in 
securities is a hazardous business. 
It is, nevertheless, surprising how 
many people fail to realize this 
fact unless they, personally, have 
been involved in some loss. 

Many of the smaller security 
dealers like himself clear their 
transactions through the local 
bank or N.Y.S.E.M.; thus, the 
bank, or S.E.M., acts as an agent 
for him and for this service he pays 
a small fee. But suppose these 
securities prove to be forged, 
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raised, altered, counterfeit, lost 
or stolen and, accordingly, are re- 
turned to the bank, which in turn 
charges Matthews’ account for the 
value of the worthless securities. 
You can readily see that he 
needs protection against such a 
possible loss; in fact, both he and 
the bank must be covered in the 
event of the occurrence of the 
above mentioned possibilities. 
However, to be adequately in- 
sured in such transactions, you 
should carry the protection af- 
forded by securities bond form 3, 
which is made up of three clauses 
A, Band C. They are selective and 
it is optional as to your choice. 
The only requirement being that 
the bond must carry a minimum 
penalty of $5,000 on clause A. 
This protects when securities are 
purchased for the insured’s own 
account or as broker or agent for 
the account of another, etc., which 
may be forged, raised, altered, 
counterfeit, lost or stolen. Clause 
B protects when the insured sells 
as broker or agent for another. 
Clause C — guarantee of signa- 
tures: to this bond can be at- 
tached optional riders providing 
retroactive restorative and elimi- 
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. . « lay the groundwork and the prospect will turn to you when he needs coverage 


nate reinstatement premiums. 

This type of protection has 
proven its value, and many se- 
curity dealers and larger banks 
carry it on an annual or three-year 
basis. 

There are countless numbers of 
small security dealers all over the 


country who especially need this 
security bond No. 3 coverage. For 
when they become involved in a 
loss through their clearing agent, 
the surety company handling this 
loss looks for subrogation and usu- 
ally the dealer is called upon to 
make a good delivery. 
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There is also an all loss of money 
and securities policy issued. That 
covers money and securities inside 
and outside of the office and fills 
the gap until the dealer is ready 
for a brokers blanket bond. 

In making this call on Mat- 
thews, you have had an oppor- 
tunity to look over his set-up. 


“a pS 


Cage, if any, will indicate activity 
and the number of employees will 
be a guide as to the necessity for 
a brokers blanket bond. He may 
be small today, but in a year or 
two it may be a different story. 
In the meantime you have laid 
the groundwork and he will think 
of you when coverage is needed. 
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atomically colossal 
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Time Runs Out 


E ARE told that we live in 

the Atomic Age, and many 
a speech and editorial and radio 
program bear witness to it. Our 
language is enriched by many a 
metaphor with an atomic base. 
So you will not be surprised when 
I succumb to the obvious and say 
that on June 5, 1944, the fore- 
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under self-regulation, settled in 
the well-founded belief that it was 
not commerce, so could not be 
interstate commerce, so could not 
be subject to the Sherman and 
other anti-trust acts dealing with 


runner of the 
atomic bomb 
fell on the in- 
surance world 
in the form of 
a decision of the 
United States 
Supreme Court 
in the South 
Eastern Under- 
writers case. 
Like the atomic 
bomb, its com- 
ing had _ been 
foreshadowed, 
but nonetheless 
when it did 
come it found 
the insurance 
world quite 
unprepared for 
the shock. 


The decision upset precedents 





| george oF THE JouRNAL will note 
that most of our regular monthly 
features have been omitted from this 
issue. So many and such urgent requests 
have come to us tor an adequate discus- 
sion of the Rate Regulatory Bills that, 
to give space at the earliest opportunity 
to this important subject, we have for 
once dispensed with the features. 

Ray Murphy's article, ‘‘Time Runs 
Out,” is a lucid discussion of the Com- 
missioners-All-Industry Rate Regula- 
tory Bills, and alternative suggestions. 
Mr. Murphy is the general counsel of 
the Association of Casualty and Surety 
Executives and has been an active par- 
ticipant in the development of the All- 
Industry legislative proposals, as a rep- 
resentative of the Association. He was 
active also in the conferences between 
commissioners and industry representa- 
tives in the months preceding the pas- 
sage of Public Law 15, and presided as 
chairman of the industry group, which 
reached agreement with the commission- 
ers on the legislative proposals tc the 
Congress which largely formed the basis 
of Public Law 15. 











interstate com- 
merce. But in 
the S.E.U.A. 
case, a minor- 
ity of the court 
by a vote of 
four to three, 
only seven of 
the nine judges 
participating, 
upset a long 
line of decisions 
which had sup- 
ported the be- 
lief that insur- 
ance was not 
commerce, 
and held that 
insurance is 
commerce, and 
that as it crosses 
state lines is in- 


terstate commerce. 


running back 75 years. In that 
three quarters of a century the 
insurance business had grown 
great under state regulation and 


The significance of that decision 
to the insurance world can hardly 
be fully realized by one not of 
that world. Through sanction of 
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specific state laws, or by common 
consent without specific legislative 
authority, as a natural evolution, 
cooperative practices, including 
agreements respecting the rates 
charged for insurance, had grown 
up in the fields of suretyship, 
casualty, fire, marine and inland 
marine insurance. On June 5, 
1944, the day of the decision, 
many of these cooperative prac- 
tices, and certainly the practice of 
making of insurance rates by con- 
cert of action, were outlawed. 


BILLs IN CONGRESS 


On that date the National As- 
sociation of Insurance Commis- 
sioners was assembled in conven- 
tion at Chicago, and as usual 


great numbers of people from the 
insurance world were there. It is 
needless to say that there was some 
confusion and some dismay, but 
despite consternation the commis- 


sioners and the industry soon 
settled down to business. There 
was then pending in the Senate 
the so-called Bailey-VanNuys bill, 
and in the House a companion 
bill, which would have granted 
exemption from the Sherman and 
Clayton Acts to the business of 
insurance. They did not become 
law. 

In November, 1944, the Com- 
mittee on Federal Legislation of 
the National Association of Insur- 
ance Commissioners offered cer- 
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tain legislative proposals to the 
Congress, designed to preserve 
regulation and taxation of the 
business of insurance by the states. 
The proposals did not become law 
in their exact form, but they did 
become in major sukstance, and 
in many respects in exact lan- 
guage, Public Law 15, effective 
March 9, 1945. That law pro- 
vided for continued regulation 
and taxation of the insurance busi- 
ness by the states. It does not 
grant to the insurance business 
outright exemption from the anti- 
trust acts, but continues the ban 
of the Sherman Act against acts 
or agreements of boycott, coercion 
and intimidation. It provides 
that on and after January 1, 1948, 
to which time a limited exemption 
is granted, certain anti-trust acts 
shall apply to the extent the busi- 
ness of insurance “‘is not regulated 
by state law.” 

Thus, after January 1, 1948, 
the Sherman Act will continue to 
apply to the business of insurance 
so far as acts or agreements of boy- 
cott, coercion or intimidation are 
concerned, and otherwise apply 
completely to the extent that such 
business is not “‘regulated by state 
law.”” So, too, will other anti- 
trust laws, including the Federal 
Trade Commission Act and possi- 
bly, if not probably (in my opin- 
ion, certainly), the Robinson- 
Patman Act. 
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Very soon after March 9, 1945, 
committees of the National Asso- 
ciation of Insurance Commission- 
ers took the initiative and invited 
representatives of all segments of 
the insurance business to attend 
a meeting in New York City. 
From that meetirg came the or- 
ganization of the so-called Insur- 


RAY MURPHY 


General Counsel 


ance All-Industry Committee, 
composed of 19 national organiza- 
tions representative of all types of 


insurance carriers, agents and 
brokers. The 19 organizations are: 
American Institute of Marine 
Underwriters, American Life Con- 
vention, American Mutual Alli- 
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ance, American Reciprocal As- 
sociation, Association of Casualty 
and Surety Executives, Associated 
Factory Mutual Fire Insurance 
Companies, Bureau of Personal 
Accident and Health Underwrit- 
ers, Health and Accident Under- 
writers Conference, Insurance 
Executives Association, Inland 
Marine Underwriters Association, 
Life Insurance Association of 
America, National Association 
of Casualty and Surety Agents, 
National Association of Insurance 
Agents, National Association of 
Mutual Insurance Agents, Na- 
tional Association of Insurance 
Brokers, National Board of Fire 
Underwriters, National Fraternal 
Congress of America, National 
Association of Independent In- 
surors and Surety Association of 
America. 


Acts STUDIED 


The Commissioners Committee 
asked the aid and cooperation of 
the All-Industry group in a study 
of the impact on the business of 
insurance of the Clayton, Robin- 
son-Patman and Federal Trade 
Commission Acts, with a view to 
development of a pattern of state 
legislation that would effectively 
regulate the business, in the fields 
of such anti-trust acts, and so re- 
lieve the business from their im- 
pact. Almost immediately at the 
first meeting following organiza- 
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tion, it became apparent to the 
members of the All-Industry Com- 
mittee that a study of the impact 
of the Sherman Act and develop- 
ment of a pattern of adequate rate 
regulatory legislation at the state 
level was the first and most press- 
ing problem of the industry. Ac- 
cordingly, in addition to subcom- 
mittees’to deal with other anti- 
trust acts, a Sherman Act Sub- 
committee was appointed to study 
the impact of that act and develop 
adequate casualty and _ surety, 


fire, marine and inland marine 
rate regulatory bills. 


Bi_ts DEVELOPED 


From the summer of 1945, to 
December of 1946, that subcom- 
mittee and the All-Industry Com- 
mittee have been fully engaged in 
the development of such bills. 
Coincidentally Commissioners’ 
Committees have been likewise 
engaged, and from their separate 
efforts first, and their joint efforts 
later, rate regulatory bills were 
developed which received the ap- 
proval of the National Association 
of Insurance Commissioners and 
every member of the 19 members 
of the All-Industry Committee 
last June. 

Except as to a possible differ- 
ence in approach to the matter of 
underwriting profit, and except 
as to two amendments adopted by 
the All-Industry Committee last 
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December, the bills approved by 
the National Association of In- 
surance Commissioners at Port- 
land and the bills now approved 
by the All-Industry Committee 
are absolutely identical; they rep- 
resent a cooperative effort be- 
tween industry and supervisory 
officials without precedent or par- 
allel in the history of American 
business. Yet, despite the repre- 
sentative character of the All- 
Industry Committee, despite the 
efforts of the Commissioners’ Com- 
mittees, the results of their study, 
their draftsmanship, their judg- 
ment and their bills are under 
attack. 

Needless to say, attack upon 
constructive effort which is unac- 
companied by constructive sug- 
gestion must be disregarded. The 
hour is late and the year of decision 
in the state legislatures is here. This 
year, 1947, the state legislatures 
may determine whether we shall 
travel the road of regulation by the 
states or the road to Federal regu- 
lation. Theirs is the opportunity 
to preserve state regulation, theirs 
is the final responsibility if that 
opportunity is not realized. 

The All-Industry group and the 
National Association of Insurance 
Commissioners have pointed a 
way to preserve exclusive state 
regulation. They have suggested 
adequate rate regulatory legisla- 
tion in the fields of suretyship, 
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casualty, fire, marine and inland 
marine. They have worked with 
conscientious zeal on a pattern 
of legislation dealing with the im- 
pact of the Federal Trade Com- 
mission and Robinson-Patman 
Acts which, too, will be pre- 
sented for consideration by the 
state legislatures, either as the 
several or joint efforts of the Com- 
missioners and All-Industry Com- 
mittees. It is for the legislatures to 
decide what shall be done about 
all or any of it. 

Let us turn now to consideration 
of the rate regulatory legislation 
which the All-Industry Committee 
has developed. Before I attempt 
more specific discussion of some 


of its provisions, will you permit 
some generalization? 


SHERMAN Act WILL ApPLy 

It is a safe prediction that the 
Sherman Act will not be repealed. 
It seems as certain as night fol- 
lows day that on and after Janu- 
ary 1, 1948, that act will apply 
to interstate commerce aspects of 
the insurance business, to the ex- 
tent the business is not regulated 
by state law in the field covered 
by the Sherman Act. A_well- 
known writer for an insurance 
publication in a recent open letter 
to representatives of the Anti- 
Trust Division of the Department 
of Justice, said “. . . everyone 
agrees that action in concert is 
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necessary in the public inter- 
est, . . .” If that statement is cor- 
rect, and everyone agrees that 
action in concert in the insurance 
business is necessary in the public 
interest, it would seem that the 
point need not be labored. 

Yet some additional comment 
may be needed and helpful. The 
insurance magazine writer’s point 
would seem to be strongly sup- 
ported by the Congress itself, 
which not long ago passed a fire 
rating law for the District of Co- 
lumbia requiring all fire compa- 
nies admitted to operation in the 
District to belong to a single rating 
bureau, and further requiring 
prior approval of fire insurance 
rates before use in the District. 
Thus, in the passage of the fire 
rate regulatory bill for the Dis- 
trict, the Congress gave the stamp 
of approval to certain acts in con- 
cert in the insurance business 
which are forbidden to other lines 
of business by the prohibitions of 
the Sherman Act. 

In debate in the United States 
Senate in 1945 upon the passage 
of Public Law 15, Senator Fergu- 
son said: ““This bill would permit, 
and I think it is fair to say that 
it is intended to permit, rating 
bureaus. In the last session 
we passed a bill for the District of 
Columbia allowing rating. What 
we saw as wrong was the fixing 
of rates without statutory author- 
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ity in the states; but we believe 
that states’ rights should permit a 
state to say that it believes in a 
rating bureau. I think the insur- 
ance companies have convinced 
many members of the legislature 
that we cannot have open compe- 
tition in fixing rates on insurance. 
If we do, we shall have chaos.” 


SENATOR O’ MAHONEY 


In the same debate Senator 
O’Mahoney, an eloquent and able 
opponent of monopoly, said: “Of 
course it has been found in the 
past to be in public interest to 
permit corporations and persons 
engaged in business affecting the 
public to agree upon rates. We 
have eminent precedent for that 
in the Interstate Commerce Act; 
we have precedent for it in innu- 
merable state public-utility acts.” 
And in the same debate Senator 
O’ Mahoney also said: “. . . From 
the very beginning, Mr. President, 
of this controversy over insurance I 
have always taken the position that 
I saw no objection to combinations 
or agreements among the compa- 
nies in the public interest provided 
these combinations and agree- 
ments were in the open, and ap- 
proved by law. Public supervision 
of agreements is essential.” 

In the same debate, it was made 
clear by other Senators that the 
Federal government will not be 
satisfied with anything less than 
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effective and affirmative state 
regulation. That has been made 
equally clear so far as the attitude 
of the Department of Justice is 
concerned, and it was made clear 
by the then President of the 
United States, when he said: 
‘After the moratorium period, 
the anti-trust laws and certain 
related statutes will be applicable 
in full force and effect to the busi- 
ness of insurance except to the 
extent that the states have as- 
sumed the responsibility, and are 
effectively performing that re- 
sponsibility, for the regulation of 
whatever aspect of the insurance 
business may be involved.” 


ComPETITIVE OPPORTUNITY 


At the same time it is a funda- 
mental American concept, as ex- 
pressed in the Sherman Act, that 
competitive opportunity in a sys- 
tem of free and private enterprise 
shall be safeguarded and main- 
tained. 

It is pertinent to inquire, there- 
fore, whether this concept is 
compatible in the light of public 
interest with the right of the states, 
established by Public Law 15, 
under adequate regulation, to 
permit concert of action in rate 
making in the insurance business. 
The Congress, by the passage of 
the District of Columbia fire 
rating bill and by the passage of 
Public Law 15, has said that it is. 
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These laws could only have been 
passed in the belief that there is 
a fundamental difference in the 
insurance business and other lines 
of business, though all may be 
engaged in interstate commerce; a 
difference which in the business of 
insurance makes concert of action 
in price fixing, under regulation, 
not only lawful but desirable in 
the public interest. 


**PRIVATE”? REGULATION 


Heretofore and presently while 
the moratorium is in force until 
January 1, 1948, that concert has 
been accomplished to a large de- 
gree by private agreement among 
carriers, usually though not always 
without sanction of specific state 
legislation. This “private” regula- 
tion grew up under the systems of 
regulation of insurance by the 
several states. It grew in response 
to a special need in the insurance 
field for order and stability, an 
order and stability by which the 
whole of the American economy 
is served, and upon which that 
economy depends. 

Briefly, some of the ways in 
which the insurance transaction 
differs from the ordinary business 
transaction are: 


DIFFERENCES 


1. In ordinary business the 
seller bases his sale price upon 
exact costs known to the seller. 
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An insurer cannot know its costs 
in advance, and can only estimate 
them on the basis of the average 
of past experience. The more past 
experience available to the car- 
rier, the better its judgment of 
future experience, the more ac- 
curate its estimate of present con- 
tract costs, the more likely its 
rates to be fair and reasonable for 
insurer and insured. 

2. In ordinary business a sale 
is a sale, finished and done, the 
price paid and the goods delivered. 
In insurance a claim or a settle- 
ment may run over a life-time, 
during which the continued abil- 
ity of the carrier to pay is of vital 
importance. 

3. The ordinary business trans- 
action is a deal between seller and 
buyer. Insurance vitally affects 
members of the public not parties 
to the insurance contract. 

4. In the ordinary business 
transaction the buyer has visibly 
before him what he is buying, and 
can judge by experience or com- 
parison whether he is getting a 
fair deal. Comparatively few in- 
surance buyers can accurately 
evaluate their policies and know 
what they are getting for their 
money. 

5. In ordinary business the law 
of supply and demand usually 
prevails and largely governs prices. 
In insurance generally, there is 
always abundant competition 
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among carriers to write the busi- 
ness available, which offers a 
temptation to cut rates. 

6. In ordinary business the 
buyer pays a reasonable profit 
above actual cost of the goods to 
the seller. In insurance the buyer 
pays a small amount compared to 
that which he may be entitled to 
receive in event of a claim under 
the policy. The insurer can stay 
in business and the insured can 
be sure of payment only if many 
others are likewise insured by the 
carrier. 

7. In ordinary business an indi- 
vidual failure affects a compara- 
tive few, primarily investors and 
creditors. Insurance affects not 
only the insurer but the public 
generally, to a great degree, and 
insurance failures, most likely to 
occur during general depression, 
are devastating. 

8. In ordinary business it is the 
American concept that the inter- 
play of fair competitive factors of- 
fers sufficient regulation of itself. 
Unregulated competition in the 
insurance field, as experience and 
the record show, leads to rate 
wars, chiseling and chaos. As long 
ago as 1911, the Merritt Commit- 
tee, appointed by the Senate and 
Assembly of the State of New 
York, said: ‘‘. . . The universal 
effect of such periods of open 
competition wherever and when- 
ever they have occurred has been 
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a cutting of rates to a point that 
was below the actual cost of the 
indemnity. If the rate war had 
been general this would have 
meant the ultimate death of the 
company, and rate wars of even a 
local character lead, if long con- 
tinued, to the dissolution of the 
smaller and weaker companies. 
The effect on all companies is 
weakening. The policyholder, to 
be sure, gets his insurance very 
cheaply; too cheaply, for the 
weakening of the companies is 
not in the long run and on the 
whole an economic good... . 
It has not done the policyholder 
any good to get cheap insurance if, 
when the test comes, the protec- 
tion is found to be worthless.” 


OpEN COMPETITION 


Further supporting this prin- 
ciple, I quote from an address 
delivered by John M. McFall, 
before the Executive Committee 
and members of the Arkansas 
Association of Insurance Agents, 
Little Rock, Arkansas, December 
8, 1946: 

**The effect of such competition 
upon the insurance agent is graph- 
ically described by Dean in The 
Philosophy of Fire Insurance: ‘It yet 
remains to consider the effects of 
open competition upon local 
agents. Any increase in commis- 
sions would be far more than off- 
set by the reduction in premiums, 
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and the necessity of rebating a 
part or all of their commissions 
to the assured, which would in- 
evitably result from open compe- 
tition. Without doubt, thousands 
of agents would be driven out of 
the business, and those remaining 
would be driven into disreputable 
methods. . . . The functions of 
the local agent would be simplified 
into something akin to those of the 
street-hawker.’ 

‘In the same treatise, Dean 
inveighs against the advocates of 
rugged insurance individualism: 
“There are men, faultless in their 
domestic and social relations, who 
have no higher conception of busi- 
ness life than to regard it as a 
state of predatory warfare. These 
men, who look upon the scalping 
or tomahawking of a business rival 
with the relish of an Apache, are 
examples of lop-sided evolution. 
Educated, on their domestic and 
social side, into the habits of nine- 
teenth-century civilization, they 
still linger, on their business side, 
in the dark and bloody age of the 
scalping knife ‘and war dance. 
From the standpoint of logic, and 
in the light of all experience, the 
methods of the outsiders are 
inimical to public welfare. They 
claim to be anti-trust, when in 
fact they are simply anti-system, 
or more properly, they live upon 
the system established by others.’ 

“During the early history of 
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insurance many states attempted 
to force open rate competition 
among insurers through anti- 
compact laws. But it was found 
that such laws failed to operate 
in the public interest and nearly 
all of them have been repealed or 
modified to permit joint scientific 
rate making.” 


ORDER AND STABILITY EssENTIAL 


It is clear that order and sta- 
bility are essential in the business 
of insurance, that companies act- 
ing in concert in respect to making 
of rates and in many other mat- 
ters have contributed to and are a 
necessary part of that essential 
order and stability, that if such 
concert of action were destroyed 
today the business and supervisory 
authorities would, tomorrow, have 
to begin the slow process of reha- 
bilitation, to the end that order 
and stability might be restored. 
And all the history of modern de- 
velopment of the business indi- 
cates that such order and stability 
would necessarily be built upon 
the same cooperative practices 
and concert of action as prevail 
today. If that be true, it were 
senseless to destroy, only to rebuild 
again. 

This is not to say that all carri- 
ers must or should be regimented 
into one and the same form or 
forms of concerted action. On the 
contrary, competition among in- 
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surers must and can be preserved. 
This does not mean that bureaus 
and concerted and cooperative 
action must be abandoned. Nei- 
ther does it mean that independ- 
ent companies must be driven 
into bureaus, and into cooperative 
practices against their will. Nor 
does it mean that competition, 
in order to be free, can be unfair 
and must be unbridled. Competi- 
tion, in the insurance business, 
affected as it is with a high public 
interest, must be regulated to the 
extent necessary to protect that 
public interest. 

Long and sometimes bitter ex- 
perience has taught that when 
competition in the insurance busi- 
ness is unrestrained, public interest 
suffers. And in striving for freedom 
of competition in keeping with 
the system of American free enter- 
prise, we will remember that even 
though the Sherman Act encour- 
ages and safeguards that freedom, 
the Congress has found it neces- 
sary to restrict that competition 
in the public interest. 


UNRESTRAINED COMPETITION 


Though major emphasis is usu- 
ally placed on the Sherman Act 
which protects trade and com- 
merce against unlawful restraints 
and monopolies, it should also be 
emphasized that in passing the 
Federal Trade Commission Act 
the Congress banned unfair meth- 
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ods of competition and gave the 
Commission widest latitude in 
determining what shall be deemed 
unfair practices subject to the law. 
Congress passed the Robinson- 
Patman Act which forbids unfair 
price discrimination where the 
effect of such discrimination may 
be substantially to lessen competi- 
tion or prevent competition. Even 
as it has sought to preserve fair 
competition, the Congress has 
sought to ban unfair and cut- 
throat competition. 


Wuat Bits SEEK To Do 


What, then, do the Commis- 
sioners and All-Industry Rate 
Regulatory Bills seek to do? 
Broadly, they seek to preserve 
state regulation of insurance 
through adequate regulatory leg- 
islation in various fields covered 
by Federal anti-trust acts. In 
passing the rate regulatory bills 
the states would be taking advan- 
tage of the opportunity given by 
Public Law 15 to oust the Fed- 
eral acts to the extent the states 
regulate in their fields under state 
law. The bills provide methods to 
meet the challenge of the Congress 
to the states to pass effective and 
affirmative state legislation which 
will prevent the impact of the 
Federal anti-trust laws. If that 
impact is not avoided by the 
states, through adequate legisla- 
tion, the end of exclusive state 
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supervision will be in sight. There 
can be no doubt of that. 

Though the fire bill and cas- 
ualty bill, roughly so-called, are in 
purpose and intent exactly alike, 
and in most of their language ex- 
actly alike, I shall discuss now only 
the All-Industry Casualty and 
Surety Rate Regulatory Bill, 
though much that I write could 
also apply to the fire bill. 


To PRoMOTE THE PuBLic WELFARE 


The purpose of the Casualty 
and Surety Rate Regulatory Bill 
is to promote the public welfare 
by regulating insurance rates to 
the end that they shall not be 
excessive, inadequate or unfairly 


discriminatory, and to authorize 
and regulate cooperative action 
among insurers in rate making and 
in other matters within the scope 
of the act. With exceptions that can 
be varied according to state needs, 
the act applies to casualty insur- 
ance, including fidelity, surety 
and guaranty bonds. 

The general principles of the 
act are that rates shall not be ex- 
cessive, inadequate or unfairly 
discriminatory; that carriers them- 
selves or through bureaus at their 
own election shall file rates with 
the commissioner before using 
them, with opportunity to the 
commissioner first to determine 
whether the rates meet the stand- 
ards mentioned; that rating bu- 
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reaus and cooperative practices 
are authorized under strict super- 
vision, with ample protection of 
the rights of subscribers and mi- 
norities. 


REASONABLE COMPETITION 


The bill in no sense prohibits or 
discourages reasonable competi- 
tion, nor does it require uniform- 
ity in rates, rating plans, rating 
systems or practices. It specif- 
ically provides that no manual of 
classifications, rule, rating plan, 
rating system, plan of operation, 
or any modification of any of 
these which establishes standards 
for measuring variations in haz- 
ards or expense provisions, or 
both, shall be disapproved if the 
rates thereby produced meet the 
requirements of the act. It is dif- 
ficult to see what more adequate 
protection of independence of 
operation can be devised than is 
provided for in the act. 

A rate filing may be supported 
by experience or judgment of the 
independent insurer or the rating 
organization making the filing, by 
the experience of other insurers or 
rating organizations, or any other 
factors which the insurer or rat- 
ing organization deems relevant. 
Though the commissioner is not 
bound by, or confined to such evi- 
dence, he must give such weight 
to it as he feels it is entitled to have, 
and the carrier or rating organ- 
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ization may have the commission- 
er’s decision reviewed by the court. 
The commissioner must give due 
consideration to past and pros- 
pective loss experience within and 
outside the state; to catastrophe 
hazards, if any; to a reasonable 
margin for underwriting profit 
and contingencies; to dividends, 
savings or unabsorbed premium 
deposits allowed or returned by 
insurers to their policyholders, 
members or subscribers; to past 
amd prospective expenses both 
countrywide and those specifically 
applicable to the state, and to all 
other relevant factors within and 
outside the state. 


SuFFICIENT FLEXIBILITY 


Concern has been expressed by 
some carriers, brokers and agents 
that the bill does not provide suf- 
ficient flexibility for individual 
risk rating. This seems to me to be 
a groundless fear. The bill goes 
as far as possible to permit indi- 
vidual risk rating, excluding un- 
fair discrimination, and yet re- 
main regulation. I repeat that 
unfair discrimination is banned 
by Federal law, which will be ef- 
fective next January 1 except as 
the states have regulated in that 
field. Much consideration was 
given to the language of the bill 
applicable to individual risk rat- 
ing, so-called. I have seen no 
suggested substitute which is as 
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flexible within the law banning 
unfair discrimination, as is the 
language of the bill itself. 


FREEDOM OF CONTRACT 


Concern has been expressed by 
some agents and brokers that the 
bill does not preserve their right 
of freedom of contract. It is diffi- 
cult to follow that reasoning. The 
bill has been approved in every 
single detail by the representatives 
of the National Association of 
Insurance Agents sitting on the 
All-Industry Committee. They 
gave most serious study, you may 
rest assured, to the matter of pre- 
serving agents’ freedom of con- 
tract, and the bill in that respect 
is exactly as they approved it after 
long and mature deliberation. 
Furthermore, in that connection, 
the National Association of Insur- 
ance Commissioners, construing 
the bill, have said: ‘While the 
Commissioner should consider the 
expense components of a rate in 
order to determine its over-all 
correctness, the bill does not 
authorize the Commissioner to 
regulate the actual disbursements 
made by an insurer for expenses.”’ 
The bill, therefore, does not tam- 
per with the item of brokers’ and 
agents’ commissions, and delib- 
erately so. 

Eleven states have now in ef- 
fect rate legislation which, in re- 
spect to expense provisions, is 
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identical, or nearly so, with the 
corresponding provisions of the 
All-Industry bills. Not a single 
commissioner in any of these 
states has attempted or claimed 
the right to regulate, under such 
laws, the commissions paid to 
brokers and agents. 

Concern has been expressed 
that the bill would give undue ad- 
vantage to participating carriers 
as compared to non-participating 
carriers. This, too, is a proper con- 
cern and it has received much 
consideration. In my judgment 
the bill is balanced, intended to 
give no advantage with respect 
to rates of any type of carrier. Re- 
member, this is a rate regulatory 
bill. Advantage in competition 
will neither be gained nor lost by 
it. Advantage in competition lies 
in other directions, not the least 
being cost differentials incident to 
different methods of retailing and 
distributing insurance. There is 
nothing in the bill which prevents 
agents and companies from agree- 
ing on gradation in expenses 
commensurate with the size of 
risk, so long as the resulting rates 
are adequate, not excessive, not 
unfairly discriminatory. There is 
nothing in the bill, so long as such 
standards are met, which will pre- 
vent any fair method of competi- 
tion which may be devised. And 
again, remember, come next Jan- 
uary 1 those standards will have 
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to be met, willy-nilly, whether 
under state or Federal regulation. 
Which it will be, the state legisla- 
tures in this year, 1947, must de- 
cide. 


Non-BurEAU COMPANIES 


Some non-bureau company rep- 
resentatives have said that since 
their companies do not act in con- 
cert in rate making or engage in 
other cooperative practices affect- 
ing the price structure, they are 
immune from the Sherman Act 
and that there is no reason why 
their companies should have to 
file their rates, or be subject in any 
manner to rate regulatory legisla- 
tion. It is extremely doubtful that 
they are as free of concerted activ- 
ities as they profess to be, but if 
they are, they are nevertheless de- 
pendent in varying degree upon 
continued, stable operation of 
rating bureaus whose members do 
not act in concert. 

If concerted activities, now al- 
most universally recognized as 
not only in the public interest but 
definitely in the interest of the 
business as a whole, are to con- 
tinue, they can continue only by 
sanction of state law under effec- 
tive and affirmative regulation. 
Bureau activities must inevitably 
come under far more rigorous 
scrutiny of supervisory authorities 
than has heretofore generally pre- 
vailed. Inevitably they will be 





54 THE CASUALTY AND SURETY JQURNAL 


subject to the severest examination 
by departmental and zone exam- 
iners. That scrutiny and exami- 
nation of rates and plans, of rules, 
and of every bureau activity is 
contemplated and provided for in 
the Casualty and Surety Rate 
Regulatory Bill. 


REGULATION SHOULD AppLy To 
ALL COMPANIES 


It is hardly consistent with fair 
and reasonable competition that 
bureau operation shall be subject 
to highly rigid regulation, while 
non-bureau companies shall have 
no regulation in a field of first im- 
portance to the public, rate mak- 
ing. It is hardly consistent with 
the will to survive that bureau 
companies, subject to the restric- 
tions provided by the bill, would 
continue to remain bureau mem- 
bers while their non-bureau com- 
petitors were unregulated. So, it 
seems to me, the question is not 
whether concert of action in rate 
making and otherwise shall be 
continued. The Congress has said 
that in the District of Columbia 
in the fire business it must con- 
tinue, and in Public Law 15 has 
said that in all the states it may 
continue under state regulatory 
laws. And it will be recalled that 
Senator Ferguson said that if we 
have open competition in fixing 
rates on insurance “‘we shall have 
chaos.” 
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FEDERAL TRADE COMMISSION AND 
RosBINSON-PATMAN ACTS 


Far too little attention has been 
paid by opponents of the All-In- 
dustry Bills to the possible effects 
of the Federal Trade Commission 
and Robinson-Patman Acts. They 
alone, in my judgment, quite ir- 
respective of the Sherman Act, 
make rate regulatory legislation 
necessary, not alone for compa- 
nies acting in concert alone but for 
all companies. The Federal Trade 
Commission Act bans unfair meth- 
ods of competition, and unfair 
and deceptive acts or practices, in 
commerce. This could outlaw 
either excessive rates or inade- 
quate rates. The Robinson-Pat- 
man Act bans unfair discrimina- 
tion which of itself is an unfair 
trade practice. 

So from either standpoint, 
whether the logical one that all 
companies, bureau and non-bu- 
reau, owe their contribution to 
order and stability, or the very 
practical one that all companies, 
bureau and independent, need 
regulation to avoid the impact 
and consequence of the Federal 
Trade and _ Robinson-Patman 
Acts, rate regulation in some ade- 
quate form is essential. I repeat, 
too little attention has been paid 
to that fact by some people. 

The question is, therefore, ““Will 
the Casualty and Surety Rate 
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Regulatory Bill preserve fair com- 
petition, permit independence of 
operation, allow concert of activ- 
ities, and serve the public inter- 
est?” 

Analysis of the bill will evoke 
an affirmative answer. Upon that 
question, I hold that the bill is 
well designed to preserve fair com- 
petition. It should not be difficult 
for a carrier to determine an ade- 
quate rate under its methods of 
operation. To fail to do so long 
enough and often enough would 
bring insolvency. It should not be 
too difficult for a carrier to deter- 
mine that a rate is excessive. To 
fail to do so long enough and often 
enough is to invite loss of business 
to competitors. It should not be 
too difficult for a carrier to deter- 
mine whether its rates discrimi- 
nate unfairly between risks. To 
fail to do so long enough and often 
enough is to make certain of pun- 
ishment either under state or Fed- 
eral law. The standards of the act, 
beyond a doubt, can and must be 
met by any successful and honest 
carrier, with or without a rate 
regulatory law. 


STANDARDS OF THE ACT 


What, then, is there for a carrier 
to fear in the standards of the act? 
There should be nothing. It is to 
other reasons for fear that we must 
look on behalf of the honest op- 
ponent of the bills. It is safe to say 
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that some of that fear is based 
upon apprehension of bureaucratic 
and arbitrary action on the part 
of commissioners despite provi- 
sions of the bill. If we are honestly 
committed to regulation by the 
states, how can we consistently 
oppose the bill upon the ground 
that some commissioners may 
choose to disregard the provisions 
of the bill, and indulge in arbi- 
trary action? Are we or are we not 
committed to state regulation? 


INDEPENDENCE OF ACTION 


But there can be little substance 
to fear — the bill is clear enough, 
and permits of no arbitrary action 
that any independent company 
can reasonably fear. And from 
arbitrary action there is always the 
right of appeal to the courts. 

To preserve independence of 
action the bill among other things, 
provides: 

1. Independent insurers may 
make their own rate filings — 
Section 4(a). 

2. No insurer is required to be- 
come a member or subscriber of a 
rating organization — Section 
4(b). 

3. No manual, rule, rating 
plan, rating system or plan of 
operation shall be disapproved if 
the rates thereby produced meet 
the requirements of the act — 
Section 5(e). 

4. Independent insurers may 
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compile and collect loss and ex- 
pense experience without becom- 
ing members or subscribers of 
rating organizations — Section 
10(a). 

5. Insurers may not be re- 
quired to record and report loss 
experience on a classification basis 
inconsistent with the rating sys- 
tems filed by them — Section 
13(a). 

6. Compilation of loss and ex- 
pense experience provided for in 
the bill are available to all in- 
surers — Section 13(a). 


REASONABLE RATE COMPETITION 


In addition to these safeguards 
for independent operation, the 


bill has many provisions assur- 
ing reasonable rate competition 
among members or subscribers of 
a rating organization. They are: 

1. Any number of rating or- 
ganizations may be licensed — 
Section 6(a). 

2. Subject to reasonable rules 
approved by the commissioner, a 
rating organization must permit 
any applicant to become a sub- 
scriber to its rating services — 
Section 6(b). 

3. The rules of a rating organ- 
ization and their application to 
subscribers must be reasonable — 
Section 6(b). 

4. No rating organization may 
adopt any rule which would pro- 
hibit or regulate the payment of 
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dividends returned by insurers to 
their policyholders — Section 
6(c). 

5. Members and subscribers of 
rating organizations may deviate 
from the rates filed by such organ- 
izations — Section 7. 

6. Members and subscribers of 
rating organizations may adopt 
their own systems of expense pro- 
visions — Section 3(a) 2. 

7. Members and subscribers of 
rating organizations may appeal 
to the commissioner from actions 
or decisions of such organizations 
— Section 8. 

As I have pointed out, there is 
opposition in some quarters to the 
All-Industry bills, and as I have 
indicated, when that opposition 
proposes reasonable and construc- 
tive changes it is entitled to due 
and careful consideration. Let us 
briefly consider the proposals 
which have come from the opposi- 
tion. 

One opposition plan proposes to 
eliminate the waiting period (pro- 
vided by the bill so that the com- 
missioners may have sufficient 
time to determine whether the 
rates filed meet the standards), 
and would eliminate the directive 
to the commissioner to review fil- 
ings, and wholly eliminate the re- 
quirement for information in sup- 
port of a filing. This proposal the 
All-Industry Committee consid- 
ered at length and rejected as im- 
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practical, unrealistic, and not 
effective regulation. It would 
give the commissioner no time to 
examine filings; it would not pro- 
tect the public against excessive 
rates; it would permit “‘in-and- 
out” or “flash” filings; afford op- 
portunity for sharp practices detri- 
mental to producer, carrier and 
public. 


Tue CALIFORNIA PROPOSAL 


There is the California pro- 
posal. Last year some of the same 
interests which now advance it 
saw no reason for any rate regu- 
latory legislation then or ever. It 
is encouraging, therefore, that 


they now recognize that at least 


some rate regulatory legislation is 
necessary. The present California 
proposal would regulate rates to 
the end that they shall not be un- 
fairly discriminatory and shall not 
endanger the solvency of the car- 
rier, and would provide for limited 
cooperative action in rate making. 
It does not provide against exces- 
sive rates, nor, except as they may 
affect the solvency of carriers, does 
it provide a standard with respect 
to adequacy of rates. It offers no 
protection to the public against 
excessive rates except the uncer- 
tain and uneven application of 
competitive factors. 

A principal concern of the Sher- 
man Act is to prevent excessive 
charges upon the public. The new 
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California proposal would permit 
any solvent carrier to make rates 
‘below cost,” an encouragement 
of the “‘loss leader’? method, and 
an incentive to cut-throat compe- 
tition. The California proposal 
does not provide for filing of rates, 
thus giving the commissioner no 
right of review before use. It would 
give the commissioner no author- 
ity to look into the propriety of 
rates, except as he may in the 
course of examining a rating or- 
ganization or insurer find that a 
rate presently in use failed to meet 
the limited standards of the bill. 
The commissioner could do noth- 
ing effective in the public interest 
as to rates which had been in ef- 
fect, but had been discontinued 
and which had failed to meet the 
standards. 

The proposal would compel 
rating organizations to accept any 
applicant as a subscriber or mem- 
ber, an entirely unnecessary re- 
striction of bureau rights. The pro- 
posal would not permit bureaus to 
require adherence to its rates, but 
would permit any two or more in- 
surers to enter into agreements to 
adhere to rates, subject to approval 
of such agreements by the com- 
missioner as “in the public inter- 
est.” There are several phases of 
the new California proposal which 
merit discussion, but consideration 
of space does not now permit it. 
I cannot see that the proposal 
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would constitute regulation in the 
public interest. It seems rather to 
suggest ingenious avoidance of 
regulation of non-bureau com- 
panies, while giving merest lip 
service to the principle of cooper- 
ative action, if not reducing bu- 
reau operation to an absurdity. 


A ProposeEpD STATISTICAL PLAN 


A statistical plan has been pro- 
posed. It was discussed in the gov- 
ernment’s brief in the S.E.U.A. 
case. It suggests that all carriers 
belong to a statistical bureau 
which, on the basis of the com- 
bined loss experience of all car- 
riers, would develop pure pre- 
miums. All carriers would be re- 
quired to load in their rates the 
so-called “‘pure premiums” thus 
developed. The final rate would 
consist of the pure premium plus 
an amount added for expenses, 
including acquisition costs, and 
profit. The only competition on 
rates, therefore, would be on the 
expense side of the premium dol- 
lar. The plan has been advanced 
as one which would permit car- 
riers to operate without violation 
of, or exemption from, the anti- 
trust acts. 

It is doubtful that this is a legal 
certainty, for if the statistics to be 
thus developed are to be suffi- 
ciently reliable, inclusive and con- 
clusive, the carriers would neces- 
sarily have to agree on many 
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things, including coverages, policy 
forms, territorial and risk classifi- 
cations and other factors affecting 
the rate. They might have to agree 
on interpretations of the statistics 
compiled. If, in all this, they were 
held to have tampered with the 
price structure, they would run 
afoul of the Sherman Act. Further, 
what would agents and brokers, 
as well as carriers, think of a pro- 
posal that so much and exclu- 
sively accentuates the expense ele- 
ments of the premium dollar? 
Further, what should they think of 
a plan which contemplates Fed- 
eral regulation under the anti- 
trust laws? 


THE RHODE IsLAND PLAN 


Last year the so-called Rhode 
Island plan was introduced in the 
legislature of that state, failed to 
become law, and will be intro- 
duced again. While jit provides 
that rates must be filed which meet 
the usual standards, yet it would 
permit carriers to use any rate not 
in excess of the filed rates. In ef- 
fect it sets up a maximum or ceil- 
ing rate, but carriers can use any 
rate below their filed maximum or 
ceiling rate. Proponents of the 
plan say that it would oust the 
Sherman Act, inasmuch as it pro- 
vides for adequate supervision and 
regulation of rates with respect to 
excessiveness. They appear to 
overlook the standards in respect 
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to adequacy and unfair discrim- 
ination, and that the plan well 
may fail to meet the tests of the 
Federal Trade Commission and 
Robinson-Patman Acts. 

The Rhode Island plan would 
also permit any carrier to use the 
rate used by any other carrier as 
long as its financial stability is not 
endangered. Another provision 
would permit a non-participating 
company to use the same net rate 
as a participating carrier, that is, 
the participating carrier’s filed 
rate less dividend, provided the 
non-participating carrier’s finan- 
cial stability is not impaired. That 
the two latter proposals would en- 
courage unfair discrimination is 
obvious. That they would permit 
cut-throat competition is equally 
obvious. That they would meet 
the test of adequacy of regulation 
is doubtful, to state it mildly. 

It is impossible to deal briefly 
with the subject of the All-Indus- 
try bills and alternative plans, 
and do them full justice. I have 
in truth but touched some high 
spots, extended and discursive as 
this article may seem to be. 


A.LL-INDUsTRY COMMITTEE 


The All-Industry Committee 
which, with the Insurance Com- 
missioners’ Committee, developed 
the All-Industry bills, professes to 
be no superbody, nor pretends to 
know all that is to be known con- 
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cerning the subjects with which it 
has dealt. The committee has ap- 
proached and carried out its tasks 
with realization of their impor- 
tance and their difficulty. It has 
had available the services of able 
men, distinguished in the law, 
versed in the intricacies of rate 
making, experienced in every 
phase of the insurance business, 
practiced in the task of insurance 
supervision, men who have worked 
toward one end —a practicable, 
fair and workable solution of the 
problems resulting from _ the 
S.E.U.A. decision. It has no whit 
of authority in presenting its 
work to the states for the sovereign 
consideration of the states, except 
the authority to speak for itself. 

Yet, may I respectfully suggest, 
its labor of 18 months should not 
be lightly cast aside, especially for 
proposals mentioned which have 
been fully and fairly considered by 
the All-Industry Committee, and 
by it rejected, not capriciously, but 
because of inadequacies, some of 
which I have mentioned. 


A Time For UNitTy 


In the Constitution of the Na- 
tional Association of Insurance 
Commissioners we find the follow- 
ing: “Article 2. Object: The ob- 
ject of this Association shall be to 
promote uniformity in legislation 
affecting insurance; to encourage 
uniformity in departmental rul- 
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ings under the insurance laws of 
the several states; ...” In the 
All-Industry bills there is offered a 
pattern of flexible uniformity to 
be applied to a business which is 
not merely local, but is national 
and international in scope. Under 
that pattern, if adopted by the 
states, the Commissioners’ objec- 
tives can be reached. They can 
never be reached if every state, in 
splendid isolationism, goes its own 
way. This is no time for rugged in- 
dividualism. This is a time for 
unity. Never before have the 48 
states had such an opportunity to 
demonstrate that the respective 
economic interests of states and 
nation can be accommodated one 
with the other. Not only is that 
opportunity unique, it may be the 
last opportunity, if the challenge 
is not wisely and fully met. 

The Honorable Hatton Sum- 
ners, chairman of the Committee 
on the Judiciary of the House of 
Representatives, in debate on the 
bill that became Public Law 15, 
said: “*. . . I am one of those who 
regret this shift of governmental 
responsibility. I know it is not an 
easy job. A good many peo- 
ple in this country, however, 


feel the time is at: hand when 
the states should have some hard, 
tough meat to chew on if they 
are to retain their governmental 
a 


Tue Best AND FULLEST ANSWER 


The All-Industry bills, — if 
enacted into law, will preserve 
every right of honest competition 
that any carrier now has. They 
will preserve the status and rights 
of the conscientious agent and the 
honest broker. They will preserve 
the competitive balance between 
carriers, bureau and non-bureau. 
They will prevent cut-throat com- 
petition and ruinous rate wars. 
They will permit necessary co- 
operative practices and concert 
of action under adequate regula- 
tion. They will give full play to 
independence of operation under 
a sufficient minimum of regula- 
tion. They will, I submit, serve 
the public interest. If the bills are 
not the only answer to the chal- 
lenge of Public Law 15 they are 
assuredly the best and the fullest 
answer yet proposed. They de- 
serve, I believe, the earnest study 
and the favorable consideration of 
lawyer, layman and legislator. 
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FROM THE JOURNAL ie 


Six Years A ‘go 


It is most unfortunate that when people talk about public liability insurance, 
they usually think and talk of bodily injuries and rarely about property damage 
and this is particularly true when talking about product liability. Too much 
emphasis cannot be made on the possibilities of damage to property resulting 
from defective products of one kind or another. When something breaks or 
goes wrong, a person usually has a chance to jump and escape injury or at least 
serious injury — but property can’t jump and property damage claims are not 
uncommon, — J. M. Parker. 


Four Years -Ago 


There is a lot in the psychology of selling that the safety engineer should re- 
member. He should understand pretty well the type of employees working in 
the plant he is servicing. The engineer is the man who has to be adaptable 
and he must make his contact with those employees on their levels. You could 
not use the same kind of safety material for a machine shop gang that would be 
appropriate for the clerks of a department store. — H. P. Lillie. 


Two Years -A go 


Insurance brokers are not in the banking business. And there is no reason to 
act as bankers by extending undue credit on unpaid premiums to policyholders. 
Many brokers have fallen into the habit of adopting a hesitant or apologetic 
attitude toward the collection of premiums. This attitude results in premium 
losses, increased overhead and waste of time and effort in pursuing delinquent 
debtors. — Leonard Jacobs. 
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Frank P. Casey is vice president of the 
court bond department of National 
Surety Corporation. He has been identi- 
fied with the surety industry for the last 
20 years. His early training began with 
the Aetna Casualty and Surety Co. and 
later with the Union Indemnity Co. He 
was graduated from Holy Cross College 
and took his law degree at Fordham. He 
is a member of the New York Bar. An 
article by Mr. Casey, ““Mr. Jones Draws 
His Will,” appeared in the January, 
1946, issue of THE JouRNAL. (Court Bond 
Premiums Rich, page 1.) 
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H. N. Futuincton is an agent, a mem- 
ber of the insurance firm of Dulaney, 
Johnston and Priest in Wichita, Kansas. 
He is, in addition, a past president of the 
Wichita Insurors. His partner, Frank 
T. Priest, is a former member of the 
executive committee of the National 
Association of Insurance Agents. (Know 
the Value First, page 19.) 
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Juuien H. Harvey is managing director 
of the National Conservation Bureau of 
the Association and has been a frequent 
contributor to THe Journa. He is a 
leading figure in safety work and an or- 
ganizer in the New York Safety Council. 
(Prevention Is Our, Job, Too, page 23.) 
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Wiis L. Kick, manager of the acci- 
dent and health department, Fireman’s 
Fund Eastern Department, has had over 
30 years’ experience in that field, first 
with the Maryland Casualty Co., then 
with the Century Indemnity of the Aetna 
Fire Group, and later with his present 
company. A former vice president of the 
Accident and Health Club of New York, 
he is at present a member of its executive 
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committee, and a member of the In- 
surance Square Club of New York. He is 
a past master of Hill Grove Lodge No. 
540 F. & A.M., Brooklyn, N. Y., anda 
past president of the Teaneck, N. J., 
Board of Education, on which he served 
for 12 years. (Accident and Health Booming, 
page 7.) 
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F. H. Linincton is supervisor with 
the United States Fidelity and Guar- 
anty’s New York office. He spent 27 
years in the confectionery business — 17 
as a salesman, five in the manufacturing 
end of the business and five as president 
of the company. He entered the insur- 
ance field in 1929, when he joined the 
U.S.F. & G., and has served up to the 
present time in the development of 
business. (Just One More Call, page 38.) 
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Daviy T. MARANTETTE is associated 
with the Detroit Insurance Agency. A 
graduate of the University of Detroit, 
he joined the Agency in 1930. He is a 
past president of the Detroit Association 
of Insurance Agents, has served on the 
board of directors of that organization 
for six years, and has for eight years 
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been on the executive committee of the 
Michigan Association of Insurance 
Agents. (Personnel, Your Ace Asset, page 
31.) 
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Dr. Hersert J. Stack is director of 
New York University’s Center for Safety 
Education, which is supported by grant 
from the Association of Casualty and 
Surety Executives. Recipient of a Doc- 
tor’s degree from Columbia University, 
he has taught there as well as at Penn- 
sylvania State College, the University 
of Pittsburgh and Rutgers University. 
Formerly director of the education divi- 
sion of the National Bureau of Casualty 
and Surety Underwriters. Widely known 
as a lecturer and has written or edited 
12 books for use in public schools and 
colleges. The latest article by Dr. Stack, 
“Careers In Safety,” appeared in the 
April, 1946, issue of THe JouRNAL. 
(The Center Did Its Part, page 14.) 
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Did You Know That 


The greatest secret of production — is saving waste? 

The greatest mistake — is to resist change? 

The greatest hazard toward progressive thinking — is prejudice? 

The greatest comfort — is the knowledge that you are doing your job 


well? 


The greatest play — is your work? 


The greatest man — is the one who always does what he knows is right? 
The greatest field for success— is probably right where you are? 


—The Bulletin 




















